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PROFESSIONAL NOTES 


The Economic Survey 


Command 7344 is, as the Americans say, “‘ required 
reading.”” No one will derive much satisfaction from 
studying Economic Survey for 1948, but no more 
realistic commentary on our economic problems and 


dangers has been published. Underlying the whole 


document is the theme that if aid does not come 
under the European Recovery Programme, the 
necessary limitation of imports would produce 
widespread depression and unemployment. We 
should have to cut our dollar imports by a half— 
which would mean reducing supplies of essential 
raw materials by one-fifth. It now appears that 
we can rely upon Marshall aid, though it should not 
be regarded as more than a palliative. Even with 
it, however, the prospects are grim indeed. The 
adverse balance of payments, even with imports at 
the present restricted level, is estimated at {£250 
million. But the estimate assumes that we reach 
revised export targets showing a volume for the 
vear of 30 per cent. higher than in 1938, and a rate 
in December 50 per cent. higher than the average for 
that year. In 1947 the volume of exports was only 
108 per cent. of the 1938 figure—a comparison which 
shows the enormous task which is being set. Targets 
in various industries are : 


Percentage of — 
“a 1938 volume 
Machinery a eee ad pan 203 
Vehicles .. . Aa 272 
Electrical goods and apparatus dee 235 
Textiles and clothing .. se 131 
Chemicals oai dia ci. ae 184 


Percentage of 
1938 volume 
he i glass, etc. ... op coy ‘ob 
Mandates Sui deel. toothegy 


As a counterpart, new targets are laid down for 
production in vital industries and for employment 
in some undermanned occupations. Iron and steel, 
with textiles, take the limelight previously accorded 
coal. The target of 14.million tons of steel ingots 
and castings compares with 12-7 million tons pro- 
duced in 1947. Supplies of scrap are the main 
limiting factor. In textiles, which are relied upon for 
a great expansion of output and exports, labour 
recruitment is the main problem. Despite a large 
anticipated increase in the labour force, it will be 
35,000 short in the cotton industry at the end of 
1948, failing measures additional to those now being 
taken. . 


The Survey produces some novel national income 
statistics and estimates. These show that, at current 
prices, the public will be able to spend £7,675 million 
on goods and services in 1948, and that, with that 
rate of spending, they will save £450 million. Such 
saving, after taking account of sums available from 
depreciation allowances and the surpluses of the 
central and local governments, will allow gross 
capital formation of £1,800 million, as planned. If, 
however, the public do not save the £450 million, but 
try to spend it, either they will succeed in obtaining 
more of the nation’s real resources in the form of 
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goods and services, or they will be prevented from 
doing so. In the first event, we shall be forced to 
cut the capital programme still further or to borrow 
more from abroad in order to maintain it or to raise 
taxes so as to produce savings on Government account, 
through a larger Budget surplus (which might result 
in reduced personal savings and thus not completely 
solve the problem). In the second event, the public 
will be prevented from securing the extra consumption 
by a rise in prices, that is, the continuance of the quasi- 
inflationary trend. To total £450 million, however, 
personal savings must be at a rate of half as much 
again as in 1938. On existing evidence this seems un- 
attainable, so that one of the several alternatives 
stated is probably inevitable. 


Companies Act, 1947—Coming into Force— 


Those provisions of the Companies Act, 1947, 
which are not operative by July 1 next, will, by an 
Order made by*the Board of Trade, come into force 
on that date. (The provisions already operative are 
as set out in a Professional Note on page 272 of our 
issue of December, 1947, together with sub-section 
120 (2).) The order is the Companies Act, 1947 
(Commencement) Order, 1948 (H.M.S.O., price 1d.). 


By the same Order, sub-Section 120 (2) came into. 


force on March 2. Under this sub-Section, the Board of 
Trade may alter certain schedules of the 1929 Act 
by regulations. 


—And Amended Schedules 


Regulations have now been made to effect alter- 
ations to some of these schedules as from July 1 
next. The regulations are contained in the Com- 
panies (Articles of Association and Annual Returns) 
Regulations, 1948 (H.M.S.O., price Is.). The alter- 
ations affect Table A in the First Schedule to the 
Companies Act, 1929; so much of Tables C and E 
of that Schedule as consists of articles of association ; 
and the form of annual return of a company having 
a share capital, set out in the Sixth Schedule to the 
1929 Act. The three revised Tables and the amended 
form of annual return form the First to Fourth 
Schedules of the Regulations. We intend dealing 
with these new Schedules in more detail later. 


Company Law Consolidation 


The Companies Bill, introduced during March in 
the House of Lords, is that rare thing—a tidy and 
tidying piece of work to delight the accountant and 
lawyer. Its 361 pages set out in consolidated form 
all the law contained in (i) the 1929 Act, (ii) the 
amendments to that Act, and (iii) the 1947 Act 
(except for four Sections which amend the Registra- 
tion of Business Names Act, the Bankruptcy Acts 
and the Prevention of Fraud Act). A joint Committee 
of the Lords and the Commons will consider this 
and any other consolidating legislation. How wel- 
come would be an Income Tax Consolidation Bill 
on similar lines—but how much more difficult for 
the draftsmen ! 


E.P.T.—Deferred Repairs 


The Chancellor of the Exchequer has announced 
that the time-limit for carrying out repairs deferred 


from the Excess Profits Tax period is to be extended 
to March 31, 1952. At present, the time-limit expires 
at the end of next year, but in existing conditions it 
will in many cases prove impossible to do the repairs 
by that time. It will still be necessary, save in 
exceptional circumstances, for the requisite schedule 
of repairs outstanding at the end of the E.P.T. 
period to have been produced by March 31, 1948. 
The Chancellor has announced, however, that there 
may be some exceptional cases where it was im- 
practicable to furnish full particulars by that date. 
It is proposed to give the Commissioners power to 
allow an extension of time in such cases—up to 
March 31, 1949—for production of the full par- 
ticulars, provided a statement was rendered by 
March 31, 1948, giving the information that was 
then available. The provisions—which will be in the 
next Finance Bill—will also cover rehabilitation 
costs which are allowable for E.P.T., together with 
such costs of a capital nature which are allowable for 


profits tax and for income tax, where the same time- 


limits apply as for E.P.T. 


Report on the Inland Revenue 


The latest report of the Comptroller and Auditor 
General on the Revenue Departments’ Appropriation 
Accounts for 1946-7 repeats the now familiar theme 
of delays, staff shortages, and mounting arrears at 
the Inland Revenue. The total of balances outstanding 
on income tax (excluding P.A.Y.E.) and Profits and 
Excess Profits taxes increased by some £33 million 
during 1946 to £813 million. The last-mentioned tax 
accounts for £439 million of the total—a figure that is 
virtually unchanged from last year in view of the 
discontinuance of the tax. In view of confusion caused 
by last year’s report, it should be emphasised that the 
total of balances includes a large amount for which the 
assessment is not yet agreed—it is not, therefore, 
arrears in the true sense of liabilities fixed but unpaid. 
The total of these liabilities was £143 million, a decline 
of £32 million on the corresponding figure a year 
earlier. 

Liability to tax of £1,606,584 was remitted or 
written-off in 1946, £169,000 less than in the pre- 
vious year. In relation to the whole, these sums 
can hardly be considered excessive. Reference is 
made to the wartime extra-statutory concessions, 
some of which have lapsed since the war or were 
withdrawn in February last year. The remainder 
are at present under review, and the profession will 
study the Commissioners’ views with interest when 
they are published. 


The practice of dispensing with the balancing of 


| Inspectors’ records of Schedule E tax remains, but 


a check on employers’ and departmental returns for 
1944-5 reveals that of total deductions of over £560 
million, only £67,000 remained unpaid by Septem- 
ber, 1946. The same procedure is to be followed for 
1945-6 and 1946-7, while in the interim period tests 
of individual cases, although revealing some errors, 
have yielded results which “in the circumstances 
are not regarded as unsatisfactory.’’ No -comment 
is made on the fact that total payments of post-war 
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credits to March, 1947, were £58 million, as compared 
with the estimate of £26 million given by the Chan- 
cellor in his 1946-7 Budget. 


E.P.T.—Refunds 


The Advisory Panel on Excess Profits Tax Refunds 
has announced that holders of refunds will not be 
prejudiced if their use is postponed, provided they 
are kept available for use. In a statement issued by 
the panel, it is stated that some taxpayers appear to 
be of opinion that the undertakings given before 
payments of refunds are made are valid for five years 
only and that any part of a refund not used during 
that period in accordance with the Act is repayable 
as a debt due to the Crown. 

“This opinion is quite wrong. No time limit is 
laid down in Part IV of the Finance (No. 2) Act, 
1945, in respect of the period of validity of under- 

- takings. s 

Section 4 (4) lays it down that undertakings 
given are binding (for an indefinite period) on all 
persons who at any time within five years from the 
giving of the undertakings carry on the specified 
trade or business. 

Section 41 (1) lays it down that if a specified 
trade or business is permanently discontinued 
within five years of the giving of the undertakings, 
any part of the refund not spent in accordance 
with the Act is recoverable unless further under- 
takings can properly be given. 

Neither of these provisions limits the period of 
‘validity of undertakings. : 

Until proper opportunities occur to develop or 
re-equip the specified business the refund should be 
kept available for use and should not be used for 
expenditure which does not contribute to the 
development or re-equipment of the business.” 


The restrictions on capital expenditure will clearly 
make it impossible for‘many businesses to spend the 
refunds in development or re-equipment, as they are 
required to do by their undertakings, for a long period. 
It was announced in November, 1946, that the Panel 
will regard investment in Government or other 
marketable securities as complying with the require- 
ment that a refund should remain available for use. 


Accountancy in the Universities 


From the report of the Joint Standing Committee 
of the Universities and the Accountancy Profession, 
published on page 81, it will be seen that 231 
accountancy candidates are taking degree courses 
under the special Universities scheme. Of these 110 
are known to have made arrangements for articles. 
This is an extremely creditable first step towards the 
final goal—when a university training will be, if 
not a necessary part, then at least a usual part, of 
the accountant’s background. It is of interest also 
that undergraduates at universities who are taking 
accountancy as a subject in their degree courses, 
but who are not working towards a professional 
qualification under the special scheme, number 
some 500. Some of these students may decide at 
a later stage that they wish to take a professional 
qualification. At last, accountancy is finding its 
rightful place at the universties, but many more 
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candidates should be taking advantage of the 
very favourable conditions provided by the scheme. 


Professor Baxter’s Inaugural 

The birth of the universities scheme, referred to 
in the previous note, was soon followed by the 
creation of the first full-time chair of accounting in 
Britain—that held by Professor W. T. Baxter at 
the London School of Economics. He recently 
delivered his inaugural lecture, “‘ Accounting as an 
Academic Study,” which, regrettably, space con- 
siderations prevent our reproducing in our columns. 
(We hope it will be published, like other inaugurals 
at the School, in Economica.) Accounting, said 
Professor: Baxter, is a synthesis of other subjects 
rather than a subject by itself, the different elements 
being fused together by double-entry—the sole 
original contribution of the accountant. A grounding 
in double-entry is generally indispensable, though it 
need not be the intial item in the curriculum, for a 
quick survey of final accounts and some study of 
business problems could well precede it. Law is a 
necessary subject for the accountant, but it should 
not be rote-learning but the acqusition of “‘ some- 
thing of that capacity for fine reasoning which the 
study of law can instil. A heavy responsibility rests 
upon the examiners of professional accounting bodies 
who do not set their questions from this standpoint.”’ 
The lack of liaison between accounting and economic 
theory is astonishing, said the lecturer, yet the 
common topics are many. The theory of costs and 
revenue is more obvious, but perhaps less important 
than valuation—which might form the backbone of 
the lectures of a teacher of accounting. On this 
topic, Professor Baxter touched on controversy 
when he asserted that revenue is a growth in value ; 
he seemed to wish to resurrect the balance sheet 
from the oblivion into which many moderns would 
like the profit and loss account to push it. He 
stressed the need, first of all, for a general principle 
of valuation which would apply to all kinds of assets 
—but enlarged upon the difficulties of finding it. 
There remains much work to be done in this field 
and the _ growing importance of accounting in 
academic university circles is probably the best 
earnest of its being done. 


Census of Distribution 


The Board of Trade welcomes suggestions for the 
improvement of the forms sent to traders in certain 
areas for the pilot Census of Distribution. The con- 
tents and lay-out of the forms which will be 
used in the compulsory national census, planned 
to take place in 1950, depend upon what modi- 
fications are shown to be desirable in the light of 
experience of the pilot census. Our readers in the 
pilot census areas who have assisted clients in the 
completion of the current forms are requested to send 
to the Editor of ACCOUNTANCY any suggestions 
for improvement and simplification. Such sugges- 
tions will be reviewed and, as far as possible, sub- 
mitted to the Board of Trade. It is clearly in the 
interest of traders and accountants that the forms 
to be used in 1950 shall be as simple and as straight- 
forward as possible. 
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London, We. 
PROFITS AND DIVIDENDS 


Much of the discussion on price reductions makes 
the mistake which was made so frequently during the 
war—it concentrates upon the level of profits instead 
of the level of costs. In truth, the call for reduced 
profits is very largely political. . It is the guid pro quo 
for the freezing of wages, rather than a positive 
contribution to reduced prices. This does not mean 
that the call can or should be resisted: political 
exigencies are sometimes as compelling as economic 
ones. But it is necessary to be clear on the factors 
involved. The Federation of British Industries, 
the Association of British Chambers of Commerce, 
and the National Union of Manufacturers were right 
to stress in their report to the Chancellor that a 
reduction of costs, through increased productivity, was 
the main way to the desired fall in prices. They could 
not fail to point to the increases in costs which have 
occurred in recent months. In terms that were 
necessarily general—for they cannot bind their 
membership—they nevertheless recommended that 
manufacturers should place a ceiling on selling prices 
at present levels, except in such circumstances as an 
increase in costs entirely outside the manufacturers’ 
control or where increased costs that have already 
taken place have not yet affected prices. 

If this recommendation were generally followed 
and, if the phrase “entirely outside the manu- 
facturers’ control’’ were strictly interpreted, there 
would be a considerable abrogation of the powers of 
private enterprise. In effect, price fixing principles, 
essentially similar to those imposed by the Govern- 
ment in the price-controlled sectors—mainly retail 
goods and basic materials—would be voluntarily 
applied over most of the remaining sectors of the 
economy—mainly capital goods. “But though a 
response to this recommendation, sufficient to cause 
reduced profits in many cases, can be reasonably 
expected,- any such far-reaching implications are 
unlikely. It seems that the Chancellor is content 
to rest on the recommendation of the manufacturers’ 
associations until it is seen what response is forth- 
coming. ‘‘I hope that you will pay particular 
attention to those goods which are not subject to 


_ price control,” he said, and “ will be able to let me 


know and to make public from time to time the 
practical steps which individual manufacturers have 
been able to make.’’ Whether an insufficient response 
would cause the Government to consider an extension 
of price control to the sectors now free of it, remains 
to be seen, but the difficulties of operating it in this 
field are immense. Little, if anything, would be 
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gained by simply pricing on a “ cost-plus’’ basis, 
and despite all war-time experience no satisfactory 
alternative basis for capital goods has been devised. 

When the price orders of the Government are 
brought into account, the picture is somewhat 
changed. The orders freezing manufacturers’ prices 
at the lowest figures charged by them in the two 
months to end-January and freezing distributors’ 
margins at those prevailing in December, 1947, may 
cause a substantial fall in profits in certain lines. 
But the Board of Trade is aiming at the impossible 
in seeking a tontinued supply of goods at the previous 
levels, with no allowance for increased costs. The 
“ squeezing *’ of profits cannot go very far. When it 
has reached its limit, the supply of goods will fall 
off—or alternatively the freezing of prices will 
become ineffective. And it can become ineffective in 
one of three ways. There may be reductions in the 
quality of goods. Or specifications may be changed so 
that goods are no longer similar to those sold in the 
base period ; the price orders then allow an alterna- 
tive basis of price-fixing which is simply “ cost-plus.”’ 
Or black-market sales may grow. 

So far as the political guid pro quo succeeds in 
freezing wages, a main part of the problem of indus- 
trial costs is faced. The rest of the problem involves 
maximising incentives, other than total wages ; 
increasing managerial efficiency; the “ re-deploy- 
ment ”’ of labour. It is surely high time that these 
elements in the problem were given their due place, 
from which they are in part jostled out by excessive 
regard to the level of profits. 

The Federation of British Industries and the 
other associations were rather more positive in dealing 
with dividends than with profits. They promised 
wide support among their membership for a voluntary 
fixing of dividends at the previous year’s ratio to 
nominal capital, save for new businesses or for those 
suffering from war-time concentration, war damage 
or enemy occupation. Stabilisation of dividends on 
a voluntary basis is a far-reaching offer to come from 
private industry. But it is to be hoped that the lead 
provided by the associations will be generally fol- 
lowed, by the smaller private businesses as well as 
the larger public companies. The experience of 
recent weeks, when a number of quite important 
concerns have increased their distributions, is to be 
deplored. The result of a continuation of this policy 
might well be, not simply dividend limitation by the 
Government, but an increase in the profits tax or 
some other more direct action against profits. Not 
only would such action be of doubtful effectiveness in 
attacking the price problem. It would dam the 
flow of undistributed profits which in the Economic 
Survey for 1948 were estimated at about 40 per cent. 
of the private savings of the nation. Indeed, this 
important part of total savings will be reduced by 
any restriction of profits, including the pricing 
measures already discussed, and is to be criticised on 
those grounds alone. In comparison, the limitation 
of dividends is much less harmful economically, as 
well as being administratively simple, and directors 
would do well, when making recommendations for 
the distribution of profits, to follow the advice of 
the manufacturers’ associations. 
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Analysis of Turnover 


[CONTRIBUTED] 


One of the main purposes of analysing turnover 
is to show in its true perspective the profit-earning 
capacity of each line of merchandise sold and the 
volume of sales that can be accomplished in the 
period ahead. ; 

The basic information required for guidance is 
the quantity of each item that has been sold pre- 
viously. An analysis of turnover is, therefore, the 
starting point for all planned programmes. 

The following suggestions, used by many executives 
and accountants in commerce, while based on current 
financial results, provide short cuts towards rapidly 
compiling this information for the management, and 
their preparation is an important part of the work of 
the company accountant’s department in businesses 
of the retail trade type. 


Sales Analysis 


The underlying principle of sales analysis adopted 
by most firms in the retail distributive trades requires 
a bill for every transaction to be made out in triplicate. 
The first copy is for the customer, the second is used 
for audit and analysis purposes, and the third may 
be retained at the selling point for reference. Every 
sales docket is numbered consecutively and must be 
accounted for. 

Each item of information required may be coded 
and analysed under a departmental letter or number. 
Various methods may be used to collate the informa- 
tion, depending upon the volume and variety of 
detail. In a small business, pen work or an adding 
machine may be sufficient to cope with the analysis. 
In the large concern, analysis machines, punched 
card installations and paramount sorting devices are 
used ; the equipment may range from a single machine 
to several batteries of machines, in cases where a 
huge volume of detail has to be compiled. 

It is impossible to lay down any arbitrary classi- 
fication which should be made of sales data, since 
this will depend largely on the nature of the organ- 
isation and on the amount of detail desired by 
executives, but it is not unlikely that information 
will be required which shows the analysis of sales 
on most of the following bases : 


1. Branch or department—(a) commodities, (b) price 


ranges. 

Terms of sale—(a) cash, (b) charge, (c) instalments, 
(d) C.O.D. 

Method of sale—(a) counter, (b) traveller, (c) mail- 
order. - 

Salespeople—(a) average sale, (b) commission 
earned 


Coupon value—by commodities. 
. Purchase tax recovered—by commodities. 

These are not the only bases of analysis which 
might be useful—the list is intended to be suggestive 
rather than inclusive. 

In order to arrive at the distribution of sales 
through any given period, the records are kept by 
days, weeks and months. Buyers must have this 
information in order to-fix delivery dates on contracts 


Pn + w 


placed by them. The staff operations manager 
needs it in planning for the personnel of the divisions 
under his Basen The official in charge of financing 
the business must have an estimate of sales by periods 
to enable him to estimate his cash requirements for 
urchases, salaries and ses, as well as to supply 
information concerning the probable cash receipts 
available from sales. 
In addition to an analysis of sales it is assumed 
that the following departmental records are kept : 
1. A register of purchases at cost and retail. 
2. Mark-downs and reductions, less advances. 


These records provide all the information necessary 
to arrive at the mark-up percentage, gross profit, 
cost of sales, average aan. and stock-turns. All 
percentages are based on r@tail selling prices. 


Four-weekly Periods 

The daily figures are tabulated to give weekly 
totals. An increasing number of companies find that, 
while using the normal calendar for external affairs, 
it is more convenient to use concurrently, for their 
internal operations, calendars which divide the year 
into thirteen equal periods of four weeks each. This 
greatly facilitates statistical comparisons and esti- 
mates of sales, expenses, budgeting, and the com- 
piling of profit and loss reports. 


Moving Annual Totals 


Monthly results accumulated from the commence- 
ment of each financial year are merely milestones 
on the journey from one financial year’s end to the 
next. Many executives find that this cumulative 
method of comparison has not the same effect upon 
the mind as a direct comparison of results with the 
last or previous financial years. To know the true 
position at any time during the year they prefer to 
visualise that position on an annual basis of some 
kind. 

This is achieved by use of the moving annual total, 
which enables sales, costs, profits and losses, month 


by month, to be compared directly against the results 


for the last financial year. This trend is made by 
taking the results at the close of the last financial 
year, and at the end of the following month (calendar 
or lunar). adding the result for the new month and 
subtracting the results for the corresponding month 
of the old year. ' 

In this way a yearly total is again obtained, ending 
with the first month of the new year. As the year 
proceeds each new month’s result is added to the 
previous total and the corresponding month of the 
old year is subtracted. When the new financial 
year comes to an end, all the old months will have 
been subtracted and all the new months added in, 
and so the moving annual total becomes itself the 
final point for the current financial period. 

The effect that the trend method has in eliminating 
seasonal fluctuations can be clearly shown by means 
of a simple line chart. The rising or falling trend is, 
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with its single line, a continual comparison of the 
yearly result recorded against the result at the end 
of the last financial year, 

If result are recorded month by month, and the 
trend lines only are entered on the chart, the only 
charts that need to be observed are those which are 
moving in the wrong direction. 


Merchandise Budget 


At the beginning of each season, buyers and branch 
managers are given the sales figures for the corres- 
ponding half of previous years. The buyer then 
estimates his sales for each month of the season on 
which he is just entering, together with suggestions 
for any selling events during the coming season 
based on those held in the previous year. In pre- 
paring these estimates, not only are past sales con- 
sidered, but also present market conditions and any 
contemplated changes in the policy of the business 
or further Government restrictions. : 

In forming an opinion*as to the probable market 
tendencies, the general trend of business and national 
conditions is studied as reflected in reports of the 
various statistical services, also the local business 
trend. These general tendencies are interpreted in 
terms of their probable effect on the demand likely 
to be exercised by the buying public towards the 
type of commodity under consideration. 

Having determined on planned sales for the budget 
period by merchandising divisions, the next step is 
to work out the monthly purchase allotments. 
Planned rates of turnover are first established, and. 
the amount of stock which it is desirable for each 
department to have on hand at the beginning of each 
month of the budget period. 

A favourable rate of turnover of capital is desirable. 
A small stock investment has these advantages : 

1. Mark-downs caused by slow-selling, soiled and 

shop-worn merchandise are greatly reduced. 

2. Stocks are fresher and more desirable. 

3. Salespeople are more enthusiastic about selling 

new goods and new styles. 


In the final analysis, however, the object is to 
secure as high a net profit as can be obtained under 
present conditions. 

Stock-turn 

It is found that in most cases there are definite 
times of the year when a seasonal rush occurs, and it 
is obvious that the buyer should have stocks available 
just prior to these periods, so that all emergency 
orders can be met, and the carrying of stocks during 
the slack season, which would add to the cost of 
distribution, can be obviated. 

Under present-day restrictions of margins there is 
an increasing number of commodities on which both 
the purchase and retail prices are largely and entirely 
beyond the powers of the individual trader to control. 


The only lupe for survival and expansion appears to 


be in an increase of profitable stock-turn. 

In order to increase profitable stock-turn, the 
profit-making lines must be clearly known, and that 
knowledge used as a guide in placing effort and 
expense to the greatest advantage in the production 
of profit rather than sales. The detrimental influence 


of diminished mark-up percentages can be offset 
only through the process of multiplication. The 


_ principle of multiplying less to make more holds good 


in merchandising by striving towards maximum 
sales with minimum stocks. : 
There are two ways through which merchandise 


can be made to turn faster : 
1. By reducing the stock, without correspondingly 
reducing sales. 


2. By increasing sales, without correspondingl 
increasing the stock. , 
As between the two methods of speeding the rate 
of stock-turns—making the merchandise move faster 
through decreasing the stock or increasing the salés— 
the latter is decidedly preferable, providing the sales 
are made at a profit. Minimum stocks, however, 
mean something quite different from hand-to-mouth 
buying. Stocks can be reduced profitably only when 
they exceed normal requirements; they can be 
profitably increased when found to be below that 
requirement. 
Product Factor 


In a department or chain store, where operating 
expenses remain fairly constant, a good net profit is 
closely related to a high gross return. A standard of 
measurement; therefore, is found in the product 
number obtained by multiplying the average mark-up 
percentage by the number of stock-turns. This is 
termed the “ product factor,” and the department 
which shows the most favourable ratio is considered 
to justify in greatest measure the stock investment 
allowed. 

The following examples will indicate how the 
“‘ product factor ”’ is applied : 

Mark- Gross 


Department Sales Stocks Turns up Return 
gz z (per- ~ (per- 

centage) centage) 

30 60 


Hats... - ... 20,000 10,000 2 
Shirts --- 100,000 25,000 4 25 100 
Lounge suits... 240,000 40,000 6 20 120 


The net profit which results from this will depend 
on the ratio maintained between sales and operating . 
expenses. This ratio is subject to some modifications, 
but does not offer the possibilities for increased profit 
obtainable by manipulating mark-up and stock-turn 
in such a way as to arrive at a. maximum of gross 
return. The prime consideration is a combination of 
mark-up and stock-turn which will result in the 
highest product number consistent with a reasonable 
volume of sales. , 


Retail Method 


The retail method of stock control is adopted by 
most departmental and multiple shop firms. All . 
merchandise is charged at its selling price against 
each department or branch. The opening inventory 
plus merchandise received, minus sales, allowances 
and outgoing transfers of merchandise represents the 
estimated inventory of stocks on hand at retail! 
prices in each department or branch. 

Complete physical stocktakings at retail prices are 
made periodically or a check may be made in a single 
department. By means of an efficient departmental! 
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analysis, the physical inventory should disclose any 


discrepancy and the commodity effected. 


Estimated Profit and Loss Statements 

Such reports can be prepared promptly where all 
merchandise purchases are figured at retail as well 
as cost, to give the average mark-up percentage. 
The cost of goods sold is the figure of sales less the 
average mark-up. Operating expenses are chiefly 
current expenditure apportioned over the period under 
review. 

Where the retail method of stock valuation is used, 
except for unknown shrinkages, these estimates are 
found to approximate very closely to the results 
shown in the final accounts. 

In all statements of profit and loss, whether for a 
single week or cumulative for a number of weeks, it is 
customary to show in the report the same details for 
the corresponding period of the preceding year side 
by side with the current figures. This is distinctly 
worth while, affording as it does, the basis of 
significant comparison. 


Time and Effort Cost | 


It is generally recognised that, in so far as possible 
expenses should be distributed against the com- 
modity or department for which they are incurred. 
Wherever possible, the basis used should be that 
which is most equitable to the different departments 
or sections, and at the same time should be readily 
prepared and not involve too much detail. 

A rapid- method of estimating profit by depart- 
ments or lines is found by analysing the cost of doing 
business into two primary functions : 

1. Time Cost, varying according to the length of time 

the goods remain in stock. 

2. Effort Cost, determined by the amount of effort 

required to complete the sale. 


The one, based on carrying stock, commences to 
accumulate the moment the merchandise is received. 
The other, based on selling, begins when the first 
effort is made towards transferring the ownership to 
a customer. 

This division provides an effective method of 
showing whether a profit is being made or not, and 
gives a clear picture of the profit-making possibilities 
in each commodity. 

Application 

Applying these principles, the following is an 
Ph of a trading account analysed on this 
basis : 


Trading Account ‘ 
£  ~=Percentage 
Total Sales, eliminating Purchase Tax 
recovered... obs ody ... 1,000,000 100 
Cost of Sales... bed Set ... 700,000 70 
Operating Expenses 
Time Cost : 
Rents, rates, lighting heating, power, 
oer eae B icarsn depreciation, 
ying and management expenses 
(say half) ... dod ico Soe 120,000 12 


and there is a 
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Effort Cost : 


z Percentage 
Salaries, advertising, packing, 
stationery, carriage, general ex- 
penses, insurances (personnel), 
motor-running, » post- 
. legal, Bo nnn , bad 
debts, bu management 
expenses (ay half) ode -- 140,000 14 
Net Profit rey oe ve he 40,000 4 
£300,000 100 


Average stock-turn over the whole business—4 times. 
Average number of months in stock—3 months. 
Time cost per month, 12 per cent. divided by 3 = 4 per cent. 


The above basis is applied to the various departments as 


follows : ; 
Over- Half- 
coats Gloves hose Hats 
£ £ £ £ 
ales ... ... 400,000 300,000 200,000 100,000 


Average Stocks ... 80,000 100,000 20,000 50,000 
Stock-turn (num- 

berofturms) ... 5 3 10° 2 
Average time in ; 

stock (months) 2-4 4-0 1-2 6-0 
Time Cost con- 

sumed at 4 per 

cent per month 9-6 16-0 48 24-0 


Effort Cost at 14 


- cent. plus , 

ime Cost ... 23-6 30-0 18-8 38-0 

Gross Profit per- 

centage 30-0 33-3 25-0 30-0 

Net Profit or Loss 4 

percentage ... 6-4 3-3 6-2 8-0 (loss) 
Percentages applied 
to Sales = De- 
tal Net 

t or Loss... £25,600 £10,000 £12,400 £8,000 (loss) 


It will be observed that the major difference in the 
cost of doing business as applied to the various depart- 
ments or lines of merchandise is found in the element 
of time cost, due to the wide variation in the length 
of — that different classes of merchandise remain 
in stock. 


Effort cost percentages remain uniform ; the chief 
levelling factor, as a general rule, is that the greater 
the amount of selling effort required, the greater will 
be the amount of the sale. Conversely, the less the 
amount of selling effort required, the less will be the 
amount of the sale. For instance, there is a vast 
difference in the effort required to sell and fit a lounge 
suit and to sell a collar stud. On the whole the 
percentage variation in effort cost on various lines of 
merchandise is so slight that satisfactory results are 
obtained by applying the same percentage to all 
lines, unless some special expenditure can be more 
equitably applied specifically. ' 

If and when es trading conditions are reversed 

uyer’s market, keen competition will 


compel more attention to be paid to sales promotion. 
This provides problems for the executive to increase 
— derived from a given volume of sales. He 
ooks to the accountant for inspiration and guidance. 
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The Valuation of Goodwill and Shares 


By A. ILERSIC, B.Comm. 


Probably nowhere in the field of accountancy is the 
gap between theory and practice so marked as in the 
ascertainment of goodwill. While accountants have in 
general accepted the super-profits theory, uniform 
application of the principle is, to say the least, difficult. 
In the sale of a business, the price paid is frequently a 
reflection of the bargaining powers of the parties con- 
cerned, rather than a precise computation of value ; 
the fact that the sale is effected merely implies that each 
party is satisfied with the terms, not that they are 
correct. But in the event of the death of an owner of a 
business, a very considerable responsibility falls upon the 
personal representative. In South Africa, considerable 
concern has been aroused by the increasing number of 
first valuations of businesses for probate which have 
been rejected by the Inland Revenue, and at the sug- 
gestion of a recent Commissioner, a research committee 
of the Society of Incorporated Accountants (South 
African Northern Branch), the Transvaal Society of 
Accountants and the Department of Commerce of the 
University of the Witwatersrand has prepared a memo- 
randum* dealing with the valuation of goodwill, shares 
and debentures for this specific purpose. It would be in- 
teresting to learn the extent of rejected valuations in this 
country, but in view of the vast body of experience and 
commercial precedents in our long-established business 
community, it is a safe assumption that agreement is 
more easily and rapidly reached. It is the comparatively 
recent economic expansion in South Africa which has 
brought the problem to a head. It also explains the 
relatively limited scope of the memorandum, which is 
“limited to a general discussion of the principles to be 
followed in making valuations ... to ensure uni- 
formity of practice.” 

Within these limits, the study, comprising a lucidly 
written statement of the super-profits theory and some 
twenty worked examples of varying complexity, succeeds 
admirably. It provides a thorough statement of the 
factors involved in recasting the annual accounts on to 
a common basis for a long period comparison of results. 
In this connection the statement that “‘ no period when 
conditions were totally different from those prevailing 
at the time of valuation shall be taken into account ” 
typifies the difficulty of reconciling principles with prac- 
tice. In a present-time valuation of a business with 
inflated wartime profits, will the Revenue and the 
accountant interpret this point in the same manner? 
Compromise is not synonymous with accuracy. It is 
interesting to note that the reader’s attention is particu- 
larly drawn to the effect of the level of taxation and the 
prevailing rates of interest on valuations, factors which 
are to-day of considerable importance. 

An interesting example is cited where the return on 
an investment is below what is considered fair. It is 
suggested that, provided the net return on the estimated 
scrap value of the assets less the probable realisation 
expenses is in excess of the return available elsewhere 
on this reduced capital sum, it will pay to continue the 
business, and goodwill may be computed on the basis 
that the excess return will continue for the effective life 
of the assets. There is, doubtless, a case for continuation 
of a business where immediate liquidation will entail 
heavy capital loss, but it is difficult to believe that the 
term “ goodwill’ is justified in this context. 


* The Valuation of Goodwill and Shares and Debentures. 
The Accountants’ Research Committee, Johannesburg. 
(Price 5s. net.) 


In an illustration of the principle of computing the 
value of a business by averaging the profits over a period 
of years, an attempt is made to extrapolate the trend of 
profits from a graph which reveals a marked upward 
movement during the period 1941-46, and after a sharp 
fall between 1948-52, levels out about 40 per cent. 
above the 1941 level. This is no doubt a fair guess as 
to the likely course of events, but quite apart from the 
question of the changing value of money, it remains a 
pure guess. It is possible to visualise under more normal 
conditions a theoretical case of a firm with a pronounced 
cyclical movement in profits, but the use of this statistical 
technique lends to what is no more than a guess, an 
unjustified aura of accurate calculation. 

Nevertheless, the value of this memorandum as a 
means of standardising practice will not be disputed ; 
many of the worked examples are extremely thorough 
and ingenious. But there is still no reason to believe that 
dissension between the Revenue and the profession need 
necessarily be reduced. The “‘scientific’’ basis of the 
super-profits theory has long been exploded; apart 
from its other shortcomings, it is a purely arbitrary 
method based on subjective valuations of the future 
course of profits and the number of years’ purchase to 
be employed. The problem is in part due to the fact 
that neither accountant nor lawyer can define with any 
precision what he is attempting to measure. The econom- 
ist dealing with pure economic rent or quasi-rent adopts 
the same procedure by relating the return of a factor to 
a “normal” return; the excess return is what the 
accountant calls goodwill. The real difficulty starts 
when an attempt is made to define a “ normal” return. 
For certain purposes it is of little importance whether 
the ‘‘ super-profit’’ arises from a monopoly, entre- 
preneurial ability, favourable location, or any other 
factor : in others, e.g., compulsory acquisition of land 
or premises, such a breakdown of the various elements is 
desirable, but equally impossible. 

The root of the problem would appear to reside in the 
appearance of precision and accuracy which the average 
set of accounts presents. Yet it is acknowledged that 
this impression is far from justified in fact. H. A. R. J. 
Wilson has written “that bearing in mind that items 
such as stock-in-trade and plant are not always capable 
of exact valuation, a certain elasticity in the valuation 
of goodwill may not be altogether undesirable.”” Put 
more crudely, the balance sheet is a mixture of his- 
torical costs varied in accordance with purely subjective 
valuations. The invariable argument that this does not 
really matter and that values ultimately rest on earning 
capacity virtually abolishes any significance the balance 
sheet may have. The controversy on the measurement 
of profit and replacement values of assets shows that the 
profession is thinking seriously about the social and 
economic aspects of this problem. 

It is suggested that the emphasis on the balance sheet 
as against the trading and profit and loss accounts 
arises from the desire on the part of the business com- 
munity to avoid disclosure of real earnings. The rejec- 
tion by the Cohen Committee of the evidence on the 
need for this information was unfortunate ; and it is 
idle to pretend that shareholders and the public are much 
better off with the improved version of the appropriation 
account. Nor is it logical to contend that the value of 
an equity depends on the declared distribution, and not 
on what might have béen. The answer is, there are too 


- oar 

on . 
Sey 
es Y 
FF 
» SS 7 P| 
Sei 
a 
ek 
ce a a) ae 
are . eee 
Ae 
as 
at 
at 
83 
vy 
. 
7 
ee 

y 
:s 
+ © 
= 

‘ 
% 
{ 
7 
bk 
* 
a 
“ 
* 
a 
Fe EEE 2 AP oe AEA ee 


April, 1948 


many equities which are almost indistinguishable from 
perpetual annuities, a state of affairs which too many 
appear to condone. 

As a matter of historical interest, it may be desirable 
to show on the face of the balance sheet the cost of 
goodwill. At the date of inviting subscriptions, a large 
figure for goodwill, instead of “ solid ’’ assets (so solid 
that they prove completely illiquid in the crash) may 
even deter certain types of applicant. And is it seriously 
suggested that any will worry whether Mr. Leake’s 
statement is true that purchased goodwill has on an 
average a life not exceeding ten years, and if super- 
profits continue to be earned thereafter they arise from 
new goodwill which has replaced the old? Even if any 
part of this dubious statement were true, has it any 
significance when the share values ultimately stand or 
fall by the company’s earning capacity ? 

It is impossible not to sympathise with the profession 


f 


/ 
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in their predicament, but tlfere is clearly a danger that 
the myth of the super-profits theory being the “ only 
scientific measure’ may spread; which would be a 
disservice to the profession which is all too clearly aware 
that it is a very human measure. It would be more 
rational to evolve an arbitrary method of capitalising 
a percentage of some preceding years’ earnings and then 
make the Revenue seeking estate duty a minor share- 
holder for a given period with the new owner. In many 
cases of sale it is not unusual for the seller to accept 
shares as part payment ; and even governments progress. 
The national ability for compromise will, and clearly 
does, play an important part in this matter, and a mo- 
ment’s reflection may well persuade us that Lord Eldon’s 
classic dictum in Cruttwell v. Lye, that goodwill is 
nothing more than the probability that old customers 
will resort to the old place, was more profound than 
many of us may have believed. Just that and no more. 


fiers: Companies Act, 1947—VIl. 


/ Lion Auditors—Appointment, Duties and Rights 
By W. J. BACK, F.S.AA. . 


| The original auditors were members of the 
company given special facilities for enquiry on behalf 
lof the general body of shareholders, in order to give 
‘assurance that the directors had not distorted the 
‘annual picture of the financial position of the com- 
_pany as presented in its accounts. Gradually as 
‘industry and commerce came to be conducted 
by ever larger units, and its processes became 
more and more complicated, the inadequacy of 
amateur auditing became clearer, and the practice of 


entrusting the audit to professional auditors grew 


_up; but there was no statutory provision requiring 
' appointment of auditors until the Act of 1900, except 
_in the case of bankers. 


_ The Companies Act of 1908 included provisions 
‘requiring every company at each annual general 
»meeting to appoint an auditur for the ensuing year, 
and these were continued and extended in the Act 
of 1929. The Act of 1947 further amends these pro- 


This article is the seventh in a series on the Companies * 
Act, 1947. The first, a general article on the Act, 
appeared in our issue of September, 1947, and subse- 
quent articles have dealt with the following special 
aspects :-— 


II. “ Company Balance Sheet and Profit and Loss 
Account, etc.’’, by F. Sewell Bray, F.C.A., 
F.S.A.A., and H. Basil Sheasby, F.C.A., 
F.S.A.A. (October). 

III. “The Exempt Private Company,” by E. 
Westby-Nunn, B.A., LL.B., Barrister-at-Law 
(December). 

IV. ‘ Disclosure of Payments to Directors,” by 
J. H. M. Clark, A.C.A. (January). 

V. “ Meetings,” by E. Westby-Nunn, B.A., LL.B., 
Barrister-at-Law (February). 

VI. “ Prospectuses,” by E. Westby-Nunn, B.A., 

’ LL.B., Barrister-at-Law (March). 

The series will be continued in future months, and 

ee ee 
readers under the new Companies A 


must be read with those of the principal Act.* 

The provisions of the Companies Act of 1929 
relating to the auditor are Sections 132, 133 and 
134, and these respectively deal with the appointment 
of auditors, disqualification for such an appointment, 
and the auditors’ report to the members. 


Rights and Duties of Auditors 
-The duty of the auditor is defined by the principal 


/ visions, but as it is an amendment Act, its provisions 


. Act as being to make a report to the members of the 


company on the accounts examined and on every 
balance sheet laid before the company during his 
tenure of office. In order that he may perform this 
duty he is given the right of access at all times to 
the books, accounts and vouchers of the company, 
and to require from the directors and officers of the 
company such information and explanations as may 
be necessary for the performance of his duty, but the 
Act does not indicate who is to be the judge as to 
what is n 

The 1947 Act extends the duties of the auditor 
by requiring him to report also on every profit and 
loss account and on all group accounts laid before the 
company in general meeting during his tenure of 
office, and the report is required to state whether 
in the auditor’s opinion both balance sheet and 
profit and loss account give a “‘ true and fair view ”’ 
of their subject matter. 

-It will be remembered that the well-known case 
of Newton v. B.S.A. (1906) led to the acceptance of 
the view that the balance sheet might be described 
by the auditor as giving a “‘ true and correct view ”’ 


‘ of the state of the company’s affairs provided the 


true position was at least as good as that set out in 
the statements presented. Upon this basis was built 
a superstructure of reserves kept secret from the 


* Both Acts are consolidated in the Companies Bil] now 
before the House of Lords. The provisions relating to 
auditors are reproduced in Clauses 159 
Schedule. 
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members and the public’ which eventually grew to 
_ such proportions that Wright, J., could say, in the 


case of Rex v. Kylsant (1931): “It might well be 
that you have a document which in every detailed 
examination, point by point, is technically correct, 
and yet such a document may create a false im- 
pression.”” The provisions of the new Act in regard 
to accounts and audit are designed to prevent the 
continuance of such a state of affairs ; this Act treats 
the balance sheet as a picture of reality and requires 
the auditor to express his opinion whether or 
not, after full examination, the particular balance 
sheet under examination does give a “‘ true and fair” 
view of the state of the company’s affairs, and 
whether the profit and loss account does give such a 
view of the om of the transactions for the financial 
period. 

In its ey schedule, the Act specifies matters 
to be expressly dealt with in the auditor’s report, 
and these include the expression of his view whether 
proper books of account have been kept, and proper 
returns received from any branches which he has not 
visited, and whether he has received all the inform- 
ation and explanations which to the best of his 
knowledge and belief were necessary for the purposes 
of the audit. 

He must also report whether the company’s balance 
sheet and (unless it is framed as a consolidated profit 
and loss account) its profit and loss account dealt 
with by the report, are in agreement with the books 
of account and returns: whether in his opinion the 
accounts give all the information required by the 
principal Act and the 1947 Act in the manner required. 

In the case of a holding company submitting group 
accounts, he must state whether, in his opinion, the 
group accounts have been properly prepared in 
accordance with the provisions of the Act so as to 
give a true and fair view of the state of affairs and 
profit and loss of the company and its subsidiaries 
dealt with thereby, so far as concerns members of 
the company, or, so as to give a true and fair view 
subject to the non-disclosure of any matters which 
the Act does not require to be disclosed. 

In order that the auditor may perform the addi- 
tional duties laid upon him, it is expressly laid down 
by Section 22 (2) (a) that it shall be for the auditor 
to judge what explanations and information are 
necessary, and also (c) that he shall be entitled to 
attend any general meeting of the company and to 
be heard at such meeting on any part of the business 
which concerns him as auditor. 

A careful consideration of the sections of the Act 
relating to accounts and their audit will satisfy the 
accountant that the purpose of the revisions is to 
restore the position of the annual account as a reliable 
picture of the true position of the company’s affairs, 
arid an adequate account by directors of the trans- 


actions in which they have engaged, and the. 


position of the auditors as persons expert in accounts, 
called in to examine the directors’ statement of their 
stewardship and to report to absentee proprietors 
thereon. 
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.Appointment 

In the case of the first auditors of a company, the 
1929 Act provided that they should be appointed by 
the directors, and should hold office until the first 
annual general meeting. The present Act, by Section 
24 (7), amends this clause by providing that they 
shall hold office ‘‘ until the conclusion of that meet- 
ing,’’ which enables them to attend and take part in 
that meeting, and it gives the first auditors the same 
protection as is given to subsequent auditors in 
relation to their removal from office. 

In respect of later auditors, the 1929 Act similarly 
provided that the auditor should hold office until the 
next annual general meeting following his appoint- 
ment, and here also it is now amended by the in- 
sertion of words which continue his office until the 


conclusion of the next meeting. 


It is also now provided that the retiring auditor 
shall be automatically continued in his office unless 
(a) he is disqualified for re-appointment, or (0) the 
company has passed a resolution specifically appoint- 
ing someone else, or providing that the retiring 
auditor should not be re-appointed, or (c) he has 
given the company notice in writing that he is un- 
willing to continue. 

Where an annual general meeting fails to appoint 
ar auditor, the company must within one week of 
the meeting give notice to the Board of Trade of 
the failure to appoint, and in such a case, the Board 
of Trade is authorised to fill the vacancy. 

In the event of a casual vacancy in the office of 
an auditor, the 1929 Act provided that the directors 
may fill that vacancy—there is no change in this 
regard. 

The 1929 Act provided that no person other than 
the retiring auditor should be capable of being 
appointed at an annual general meeting unless notice 
of an intention to nominate that person to the office 
had been given to the company not less than four- 
teen days before the annual general meeting, in which 
case the company must send a copy of such notice 
to the retiring auditor, and give notice thereof to 
the members. This provision is now replaced by 
sub-Sections (3) to (6) of Section 24, which require 
that special notice of a resolution proposing to make 
a change in the auditor should be given, and that a | 
copy should be sent to the retiring auditor, upon 
which the retiring auditor may make representations 
in writing to the company and request that these 
representations should be passed on to the members. 
Unless by that time it is too late to do so, the company 
must circulate these representations to the members, 
and if it is too late, it must give the auditor the 
opportunity of requiring that the representations 
should be read at the meeting (without prejudice to 
his right to be heard orally). 

Where notice has been given of an intended resolu- 
tion to appoint a new auditor and then by reason of 
the death, incapacity, or disqualification of that 
person, the resolution cannot be proceeded with, the 
retiring auditor does not receive automatic re- 
appointment in the manner referred to above. 
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Disqualification 

The 1929 Act provided that a person cannot be 
appointed auditor of a company if he is: (a) a direc- 
tor or officer of the company ; (0) a partner of, or 
in the employment of, an officer of the company 
(except in the case of a private company) ; (c) a body 
corporate. These provisions the new Act extends to 
similarly disqualify any servant of the company 
(except an auditor), and also partners and employees 
of directors of the company. It further limits the 
exception to exempt private companies, and it is 
not, therefore, available for private companies as 
such. 

There is a new provision that, where a person is 
disqualified for appointment as auditor in respect of 
any subsidiary or holding company, he is similarly 
disqualified in respect of the other members of the 
group. 

But the new and really important addition to the 


disqualifications is that contained in Section 23 (1), 


which provides that no person shall be qualified to 
be appointed auditor of the company unless he is 
either (@) a member of a body of accountants 
established in the United Kingdom, and for the time 


being recognised for the purposes of this provision 
by the Board of Trade, or (6) for the time being 
authorised by the Board of Trade to be so appointed 
5 me as having similar qualifications obtained out- 
e the United Kingdom, or as having obtained 
adequate knowledge and experience in the course of 
his employment by a member of a body of accoun- 
tants recognised for purposes of the preceeding clause, 
or as having before the passing of this Act practised 
in Great Britain as an accountant ; but even to these 
clauses there is a proviso enabling such unqualified 
persons to be appointed auditors of exempt private 
companies. 
Remuneration 
The provisions in regard to the remuneration of 
the auditor which were included in the 1929 Act 
are that such remuneration shall .be fixed by the 
company in general meeting except in the case of 
the auditor appointed before the first annual general 
meeting, or appointed to fill a casual vacancy, 
or one who has been appointed by the Board of 
Trade. The present Act clears up the doubt as to 
just what is meant by the statement that it must 
be “‘ fixed by the company in general meeting,” by 
providing that in the case of an auditor appointed by 
the directors or by the Board of Trade, the remuner- 
ation may be fixed by the directors or the Board as 
the case may be, but that, subject to this provision, 
the remuneration shall be fixed by the company in 
general meeting or in such manner as the company in 
general meeting may determine. It, however, adds 
that where the remuneration is not fixed in general 
meeting, the amount of such remuneration shall be 
shown under a separate heading in the company’s 
profit and loss account. It adds the curious provision 
that any sums paid by the company in respect of 
auditors’ expenses shall be deemed to be included i in 
the expression ‘ remuneration.” 


The Universities and the Accountancy 


Profession 


A meeting of the Joint Standing Committee of the 
Universities and the Accountancy Profession was held on 
February 26. Mr. W. L. Barrows (The Institute of 
Chartered Accountants) occupied the chair. The Universities 
and University Colleges were represented by Professor D. 
Cousins (Birmngham), Professor Hamilton Whyte (Bristol), 
Mr. E. J. Brown (Leeds), Professor Barrett Whale (Liverpool), 
Professor W. T. Baxter (London), Dr. A. G. Pool tShethelay 
Professor P. Ford (Southampton), Professor J. G. Smith 
(co-opted) (Birmingham), and Professor J. H. Jones (co- 
opted) (Leeds). The representatives of the professional! 
bodies were: Mr. D. V. House (The Institute of Chartered 
Accountants); Mr. Bertram Nelson and Mr. A. A. Garrett 
(The Soci ‘of Incorporated Accountants and Auditors) ; 
Alderman Wilson, Mr. F. G. Wiseman, and Mr. J. C. 
Latham - (The Association of Certified and Corporate 
Accountants) ; Mr. Gilbert D. Shepherd (President of the 
Institute of Chartered Accountants), Sir Frederick Alban 
(President of the Society of Incorporated Accountants and 
Auditors), and Mr. R. W. Bankes, Secretary of the Committee. 


CHAIRMAN 
In the absence of Lord Eustace Percy, Mr. W. L. Barrows 
was nominated Chairman for the day. 


UNIVERSITY COLLEGE OF SOUTHAMPTON 
The degree course of the University College of Southampton 
was approved. 


CONSTITUTION OF JoINT STANDING COMMITTEE 
Professor P. Ford was nominated to represent the 
University College of Southampton on the Committee. 
Professor W. T. Baxter was nominated to serve on the 
Committee as representing the London School of Economics 
in the place of Sir Alexander Carr Saunders (resigned). 


REPORTS AS TO PROGRESS FROM PARTICIPATING 
UNIVERSITIES AND UNIVERSITY COLLEGES 

Reports as to progress from the participating Universities 
and University Colleges were considered. It was reported 
that the number of candidates taking the degree course was 
231, of whom 110 were known to have made arrangements in 
regard to articles. 

CONFERENCE AT OXFORD 

It was agreed to hold a Conference at Oxford during the 
Easter vacation of 1949, and the following sub-committee 
was appointed to make the necessary arrangements : 
Mr. Barrows, Mr. Bertram Nelson, Alderman Wilson, and 
the Secretary. 


Government Controls 


Copies -are still available of the book Government 
Controls, A Summary for Accountants. The book was 
compiled in 1946 by a committee representative of the 
Board of Trade, the Institute of Chartered Accountants, 
the Societies of Scottish Chartered Accountants, the 
Society of Incorporated Accountants, the Association 
of Certified and Corporate Accountants, and the 
Institute of Cost and Works Accountants, under the 
chairmanship of Mr. Bertram Nelson, F.S.A.A. There 
arechapterson Government contracts and sub-contracts, 
controls over raw materials, civilian industries, food, 
shop premises and building, exports, and finance, 
purchase tax, war damage insurance, and liabilities 
adjustment procedure. The book is obtainable from 
Incorporated Accountants’ Hall, price 2s. 6d. (post 
free 2s. 9d.). 
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For income tax purposes, it is convenient to separate 
accumulations of income for infants into three headings, 
viz. : 

(1) Vested interests, i.e, the ultimate recipient of the 
income has a vested interest, though the date of 
payment is postponed until the happening of the event 
specified in the trust ; 

(2) Interests contingent on attaining a specified age or 
marrying ; 

(3) Interests contingent on some other event. 

The position under the various headings is as follows : 

(1) Where there is a vested interest, the income of 
each year is regarded as that of the beneficiary, and 
repayment claims can be made yearly on behalf of the 
child in respect of his allowances ; the usual six years’ 
time limits applies to such claims. If the income is 
over £2,000, the infant is liable to surtax. 


(2) If the contingency is that of attaining a specified 
age or marrying, only the gross equivalent of the amount 
spent in any year on the infant’s education and main- 
tenance is regarded as his income for the purposes of a 
claim for that year. On the child attaining the age of 
21 years, however, he can make a claim for each year of 
accumulation for any balance of allowances having regard 
to the total income of each year ; there is no time limit 
on the retrospective claims, which, however, must be 
made within six years of his attaining his majority 

: (Section 25, Income Tax Act, 1918). This is so even 

if the child is only a life tenant and never actually 
receives the accumulations as income (cf. Dale v. Mit- 
calfe (13 T.C. 41) and ve Fulford; Fulford v. Hyslop 
(8 A.T.C. 588)). 

It is worthy of note that Section 31 of the Trustee 
Act, 1925, provides that trustees can apply the whole 
or any part of the accumulating income for the education 

and maintenance of the child, whether the interest is 

; vested or contingent. 

| It should also be noted that by Section 21 (6) of the 

/ Finance Act, 1936, income treated by Section 21 as the 
income of a settlor is not available for claims under 

. Section 25 of the Income Tax Act, 1918. 


_ (3) Income accumulated under some other con- 
tingency is not regarded as income of the beneficiary 
for income tax or surtax purposes (cf. C.J.R. v. Bone 
(13 T.C. 20)), though it is understood that repayment 
claims are allowed in respect of the amount (grossed) 
spent on education and maintenance. 

Any amounts reclaimed under Section 25 of the 
Income Tax Act, 1918, belong to the infant, and must 
be accounted for to him by the trustees on his coming of 
age (re Fulford (supra)). 

_ Illustration : Beneficiary under a trust whereby he 
was to be maintained and educated and the balance 
accumulated. Period of accumulation, seven years to 
April 5, 1948, when he came of age. The trust income 
was {500 per annum. 

(a) If trust contingent on his attaining the age of 

21 years: 
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Accumulated Income of Infants 


“YEARLY CLAIMS 


» ' 


Spent Gross 
on  Equiva- Reclaim 
Maintenance lent 
1941-42 £120 £240 P.A, £80 at 10/- £40 0 0 
Reduced rate 
£160 at 3/6 8 0 0 
£68 0 0 
1942-43 £100 £200 P.A. £80 at 10/- £40 0 0 
R.R. £120 at 3/6 2 0 
£61 0 0 
1943-44 £150 £300 PA. £80 at 10/- £40 0 0) 
R.R. £165 at 3/6 28.17 6 
£68 17 6 
1944-45 £200 £400 Do. 268 17 6 
1945-46 £200 £400 Do. £68 17 6 
1946-47 £220 £400 PA. £110 at 9/- £4910 0 
R.R. £50 at 6/- 15 0 0 
£75 ‘at 3/- M18: 0 
£75 15 0 
1947-48 Trust 
q Income £500 Do. £75 15 0 
and claim balances for ~ 
1941-42 R.R. £5 at 3/6 £0 17 
1942-43 R.R. £45 at 3/6 = -£7:17 


(b) If trust vested : 


Claim each year his whole allowances, i.c., 
repayment of {68 17s. 6d. a year for 1941-42 to 
1945-46 inclusive, and £75 15s. for 1946-47 and 
1947-48. If the claim for 1941-42 was not made by 
April 5, 1948, it would be out of date. 


Taxation in Malaya 


As from January 1, 1948, income tax is being levied 
in the Malayan Union and Singapore. A majority 
of the Advisory Council was against the introduction 
of income taxation, but the Governors, faced wit! 
budgetary deficits, decided that such taxation was 
the only practicable and fair method to raise addi- 
tional revenue. The new legislation provides for a 
tax of 20 per cent. on corporate profits and a sliding 
scale of tax on the chargeable income of individuals 
which, after relief, results in a minimum rate of tax 
of 3 per cent. and a maximum rate of 30 per cent. 
The arguments of rubber and tin producers that the 
rehabilitation of these industries would be imperilled 
by additional taxation was not accepted by the Govern- 
ment, though they are now considering some modifica- 
tions which will allow relief in respect of expenditure 
incurred in 1947 on rehabilitation measures. 
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Taxation Notes 


Income Tax Post-War Credits 

The repayment of post-war credits to persons over 
the age of 60 in the case of women, and 65 in the case of 
men, was authorised by Section 26, Finance Act, 1946, 
and Section 16, Finance Act, 1947. If the taxpayer 
entitled to the credit has died, it is the age of the bene- 
ficiary under the will or intestacy that determines 
when the repayment is to be made. 

The post-war credits operated for the years 1941-42 
to 1945-46 inclusive, and are exempt from death duties 
if the person entitled died before the date fixed for their 
repayment. It appears that the date of application 
for payment of the credit is the material date for this 
purpose. If the claimant dies after making the claim, 
but before it is paid, the amount will be a dutiable 
asset of his estate. 

If an annuity has been left free of tax so that the 
annuitant has to account to the estate under the rule 
in ve Pettit (1922) 2 Ch. 765, the post-war credit of the 
annuitant falls under the same rule (re Tatham (1945) 
Ch. 34). 


New ‘‘ One-Man ’’ Companies 

The effect of P.A.Y.E. in the case of the directors of 
a new company must be watched when advising on the 
amount of remuneration to pay to them. This can 
best be shown by an illustration. 

Suppose the company started business on July 1, 
1945, and made the following profits : 


Year to June 30, 1946... £1,000 
Year to June 30, 1947 oi £1,600 
Year to June 30, 1948 ___.... £2,400 


If no remuneration is paid, the assessments will be 
(ignoring fractions of months) : 1945-46, £750 ; 1946-47, 
£1,000 ; 1947-48, £1,000. If, however, the whole profits 
are paid away as directors’ fees, the assessment on the 
company will be nil in each year, but the directors wil: 
be liable on (again ignoring fractions of months) | 
1945-46, £750; 1946-47, £1,450; 1947-48, £2,200. 
On the other hand, the remuneration could be kept at 
£1,000 a year, when the assessments (ignoring fractions 
of months) would be: On company 1945-46 to 1947-48, 
nil; on the directors, 1945-46 £750, 1946-47 71,000, 
and 1947-48, £1,000. 

On these facts, it may seem that the most attractive 
method will be for the company to pay £1,000 as direc- 
tors’ remuneration in the year to June 30, 1946, and 
none in the succeeding two years. There would still 
be nil assessments on the company for the three years 
to April 5, 1948, and the Schedule E assessments on the 
directors would be: 1945-46, £750; 1946-47, £250; 
1947-48, nil. 

In 1946-47 and 1947-48, the company could pay 
dividends, the tax deducted from which would not be 
payable to the Revenue, as the company would have 
no liability for these years. 

The last point is not always appreciated, as is evident 
in many of the certificates appended to dividend vouchers, 
which state that ‘‘ the tax deducted has been or will be 
paid to the proper officer for the receipt of taxes.’’ Such 
a statement is fundamentally incorrect. The certificate 


should be to the effect that the dividend is paid out of 
profits of the company, the tax on which will be paid. 
While General Rule 21, dealing with annual payments, 
requires tax deducted from charges in excess of income 
brought into charge to tax, to be paid to the Revenue. 
that Rule does not apply to General Rule 20 (as amended) 
which authorises the company to deduct—and keep— 
tax from any dividend paid out of profits which have 
already suffered tax or will form the basis of a later 
assessment. 


Dividends Received 

Students of income tax often ask: Under what 
Schedule are dividends received assessed ? The answer 
is, of course, ‘‘ None!” As the dividends are taxed at 
source, there is no need for any provision for assessing 
them. The Schedules A, B, C, D and E provide the 
rules for charging tax on income from every source as 
it emerges from that source. In the case of a company, 
Schedule D, Case I, provides the machinery for charging 
the profits. 


When a dividend is paid out of such profits, the 
dividend is not income requiring assessment; the 
company pays over part of its income to the share- 
holders and recoups the tax from them on it. It is 
true that the company sometimes, as in the above 
note, ‘“‘recoups’’ before it has paid any tax, but 
that is only an odd case of the operation of the rule. 


Annual payments received are somewhat similar ; 
so long as tax has been deducted from them, they need 
no assessment. If tax ought to have been deducted 
under General Rule 19 (because the payment is out of 
profits charged to tax) and has not been deducted, the 
recipient cannot be assessed, but on the other hand, 
he cannot make a repayment claim as he has suffered 
no tax. The Revenue are not out of pocket ; they have 
had the tax. 


Should the payment be one from which tax is deduct- 
ible under General Rule 21, however, the position is 
different. The annual payment is not paid out of taxed 
funds, and no tax has found its way to the Treasury 
coffers. The company ought to have deducted the tax 
and paid it over to the Revenue. As they have not 
done so, the Crown may enforce its right against the 
company (which is then the loser of the amount of tax 
it ought to have deducted. But not having deducted it, 
the company cannot recoup itself, as the error is a mistake 
of law). Alternatively, the Crown, as it frequently does, 
may assess the recipient under Schedule D, Case III, 
as the interest is not taxed at source (this alternative 
throws the burden on the right shoulders). 


Profits Tax—Distributions 

In the case of a director-controlled company, the 
following are the items that are likely to be included in 
the gross distributions as a result of Sections 35 and 36, 
Finance Act, 1947: 

(a) Dividends ; 

(6) Cash bonuses to proprietors (i.e., members) ; 

(c) Assets distributed in kind to proprietors ; 

(2d) Remuneration of directors who are proprietors, in 


excess of the maximum allowable (the remuneration 
will include any expenses not allowable as deductions 
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in the directors’ Schedule E assessments)—Section 63, 

Finance Act, teil gives the definition of ‘ remuner- 
ation ”’ 

(e) Annual meas to directors who are proprietors and 
are not whole-time service directors (see para. 4 of 
the Fourth Schedule, Finance Act, 1937, as amended 
by para. 1 of Part ITI ofthe Eighth Schedule, Finance 
Act, 1947) ; 

(f) Loans to proprietors ; 

(g) Any other payments to proprietors which are not 
allowable as expenses in computing the profits. 


In all cases where tax is deductible, the gross amount 
must be included for the above purpose. 


In the event of liquidation, (a) any payment to pro- 
prietors in excess of (b) the paid-up value of the share 
plus any premium paid for it in cash, is a distribution, 
but it must be remembered that a distribution charge is 
limited to profits on which non-distribution relief has 
previously been obtained. 


French National Solidarity Tax 


Subject “to certain concessions, British residents in 
France are liable to the capital levy (impét de solidarité 
nationale) imposed there in August, 1945. The British 
Government has decided not to invoke the Anglo- 
French Commercial Convention of 1882, which would 
appear to support a claim for partial exemption of 
British interests from the tax. This decision has been 
reached partly because of the concession granted by the 
French. But the main reason given by the British 
Government is that ‘‘ it would be illogical . . . to request 
the French Government to exempt British subjects in 
general from liability to a tax which aims at assisting 
the work of reconstruction in France and to claim at 
the same time national treatment in respect of war 
damage.” However, it seems doubtful whether a 
British decision to seek exemption under the terms of the 
Convention would be either illogical or unreasonable. 
As is pointed out by the Association of British Chambers 
of Commerce in its March bulletin, the concessions 
accorded by the French are of very limited value, for 
they exclude from the tax only certain restricted 
categories of British assets. French subjects resident 
in the United Kingdom during the war—who were free 
to engage in business here, as British subjects, obviously 
were not in France—enjoyed equality with British 
nationals in the application of the war damage insurance ; 
equal treatment with the French in respect of war 
damage indemnities should therefore be accorded British 
residents in France, without their having to pay for it 
by a capital levy, more especially since the levy applies 
to assets, such as securities, cash in bank, debts and the 
like, which were not exposed to war damage risks. In 
the context of this exceptional capital tax, the argument 
that British subjects should pay their share of normal 
taxes raised to meet normal State expenditure, cannot 
apply. Moreover, adds the Association, most British 
interests in France lost heavily during the occupation, 
and would have transferred their assets to this country 
if they had been transferable. 


The British Government decision was explicitly 
stated to be without prejudice to any right to partial 
exemption from the tax which British subjects might be 
able to enforce in the French courts. The Association 
favours a test case to establish the rights of British 
nationals under the Convention. It suggests that all 
firms and individuals affected should contribute to a 
central fund to meet the expenses of legal proceedings. 
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“‘ Meanwhile it is considered by our legal advisers that 
an appropriate move, likely to lead to the desired result 
of a test case being started, would be to pay the portion 
of the tax due on landed property (not exempt under 
Article 11 of the Convention) whilst signifying refusal 
to pay any other amount.” The Association also an- 
nounces that British subjects who are experiencing 
difficulties in regard to the capital levy should com- 
municate as soon as possible with the British Chamber 
of Commerce, 6, Rue Halévy (Place de l’Opéra), Paris 
(9e). 


Inland Revenue Concessions 


The Chancellor of the Exchequer has announced the 
withdrawal of some of the Inland Revenue concessions 
published in Command Paper 6559 in 1944. In reply 
to a question he stated : 


Notice of the withdrawl as from the beginning of the 
year 1947-48 of certain of the concessions relating to 
income-tax and death duties was given by my predecessor 
on February 4, 1947. I have now had the remaining 
concessions under review and I have decided that the 
following concessions in the White Paper regarding 
income-tax and death duties shall be withdrawn as from 
the end of the current financial vear. 


Income Tax 
To be withdrawn for 1948-49 and subsequent years : 


The concessions set out in sub-paragraphs (i) and (ii) 
on page 3 of the White Paper in regard to members of 
Allied, Dominion, or Colonial Forces or Mercantile 
Marine or recognised welfare organisations attached 
thereto and persons who came to the United Kingdom 
to join the armed Forces of the Crown or the Mercantile 
Marine or the British Red Cross. 


The concession set out in sub-paragraph (iv) on page 4 
of the White Paper under which, in certain cases, the 
service pay of persons from the Dominions or Colonies 
serving in forces paid out of United Kingdom funds is 
charged to tax by reference to Dominion or Colonia! 
income-tax rates. 

The concession set out in paragraph 5 on page 5 of 
the White Paper under which in certain circumstances 
the making of an additional assessment for the pen- 
ultimate year of a discontinued trade, profession or 
vocation is waived. 

The concession set out in paragraph 14 on page 7 of 
the White’ Paper regarding salvage awards to officers 
and men of a ship not specifically employed on salvage 
work. © 

The concession set out in paragraph 15 on page 7 of 
the White Paper regarding extension of time limits for 
claims for certain income-tax reliefs. 


Death Duties 


To be withdrawn as respects deaths occurring after 
March 31, 1948: 

The concessions set out in paragraph 1 on page 18 oi 
the White Paper in regard to members of the Allied 
Forces dying on service and members of the Dominion 
or Allied Forces, etc., dying after having come to the 
United Kingdom by reason of the war. 


Excess ProFits TAx. 


Professional Notes on Deferred Repairs aud E.P.T. 
Refunds are published on pages 72 and 73 of this issue. 
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Accountants in Malaya 


A meeting was held on January 23, in Kuala Lumpur, 
at which it was unanimously agreed to revive the 
Association of Chartered and Incorporated Accountants 
in Malaya, with a branch in Singapore. The report of 
the meeting held in Singapore on January 14, at which 
the Singapore branch was re-formed, was read to the 
meeting. 

CoUNCIL AND OFFICERS 


Nominations to the Council were received from 
Singapore in favour of Mr. J. H. Phillips (Chairman of 
the Singapore Branch Committee) and Mr. M. W. 
Gulliford, and from Penang in favour of Mr. P. G. Clark 
and Mr. H. C. Roberts. The meeting decided, after 
considering the number of members in each locality, to 
add one Council member for Ipoh and the remaining 
three members from Kuala Lumpur. 

The following were elected : President : Mr. A. Arbuth- 
nott, Kuala Lumpur (Practising) ; Vice-President : Mr. 
J. H. Phillips, Singapore (Practising) ; Council: Mr. 
P. G. Clark, Penang (Practising) ; Mr. M. W. Gulliford, 
Singapore (Non-Practising); Mr. Y. C. Kang, Ipoh 
(Practising); Mr. J. E. King, Kuala Lumpur (Non- 
Practising) ; Mr. W. M. Macleod, Kuala Lumpur (Prac- 
tising); Mr. H. C. Roberts, Penang (Government 
Service). 

Mr. A. Lloyd, c/o. Income Tax Office, P.O. Box 1044, 
Kuala Lumpur, Federation of Malaya, was appointed 
Hon. Secretary and Treasurer, and Mr. R. Bennett, 
Hon. Auditor. 

MEMBERSHIP 

It was agreed to consider as elected all members who 
replied to the original circular, totalling 52, and in 
addition all members of the Singapore Branch, totalling 
38. 

ENTRANCE FEE AND SUBSCRIPTION 

It was agreed to fix the subscription for the year 
ending July 31, 1948, at $5. Those who were not 
members before the war were asked to add the $5 
entrance fee, laid down in the rules, when forwarding 
their subscription. 


RULES 


Mr. M. D. B. Graham was appointed Convener of a 
Rules Sub-Committee with power to co-opt. 


COMMITTEES 


It was agreed that the Council should appoint Com- 
mittees on Income Tax and Company Law. 


HoNoRARY MEMBERS 


It was noted that Mr. E. D. Butler, the first President 
of the Association, was recorded as Honorary Member 
in the Annual Report for 1940-41. It was agreed to 
re-elect him as such and to elect Mr. T. D. Ensor, another 
Past President, as an Honorary Member. 

It was also agreed to recommend to the Council that 
all Past Presidents should be elected Honorary Members 
on permanent retirement from Malaya. 


BoRNEO 


The question of the admittance of members in Borneo 
was considered arising from a suggestion from Mr. 
Oppenheim. The meeting considered that, since the 
territory covered by the Association extends to “ adja- 
cent territories,” they would be eligible provided that 
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they had business connections with Malaya, and it was 
to refer the matter back to Mr. Oppenheim for 
his further views. : 
GENERAL 
The Hon. Secretary was asked to report the revival 
of the Association to the parent bodies. It was agreed 
also to notify the Federal Government and the Govern- 
ment of the Colony of Singapore, and to offer the ser- 
vices of the Association to those Governments. 


Letters to the Editor 
Capital Expenditure: Two Views on Repairs 


DEAR Sir,—The note in your March issue on page 58 
to the Law Shipping case appears to overlook one 
important point. The ship in that case was in such a 
state of disrepair as to be incapable of earning profits 
until it was put into a proper state of repair. Therefore 
the case cannot be applied, in our opinion, where a 
business which is a going concern and is earning profits 
changes hands and the new owner carries out repairs 
immediately after the change. 

We should be interested to know your contributor’s 
views on this point. 

Yours faithfully 
SLATER, DoMINY AND SWANN, 
Chartered Accountants. 
Cambridge 
March 8, 1948. 


DEAR SIR —We have recently taken over a case from 
a retiring accountant whose experience seems to have 
been similar to that quoted in the above article. 

In this instance, a company rented premises and agreed 
to share with the landlord the cost of repairs, including 
those necessary to render the premises fit for occupation, 
i.e., rebuilding a wall, renewing windows and repairing 
the roof. ; 

Regarding this expenditure, the Inspector said “‘ the 
amount which it is proposed to disallow for taxation 
purposes does not appear to be capital expenditure on 
the construction of a building or structure, as required 
by Section 1 of the Income Tax Act, 1945, and it is not 
disallowed in the income tax computation as capital 
expenditure, but as repairs necessitated by the use of 
the premises by your client’s predecessors, and not by 
your clients.” 

Later, as regards the disallowance of the expenditure 
for income tax purposes, the Inspector has fallen back 
on the Law Shipping decision, even though, in this 
case, the premises were not acquired but rented. 

Yours faithfully, 
Timincs & Co., 
. Incorporated Accountants. 

Birmingham, 

March 15, 1945. 


[These two letters merely emphasise the point at 
issue. In our view the argument is inconsistent. 

We do not agree with the conclusions of Messrs. 
Slater, Dominy & Swann ; the point at issue is whether 
the expenditure is capital expenditure of the buyer 
capable of inclusion in a claim fot relief undet Section 33, 
LT.A., 1945. The Revenue call it capital for one 
purpose and not for ancther. Whether the asset needed 
expenditure because it was unusable without it, or the 
asset could be used though less efficiently if not repaired, 
does not seem to be material.—Editor, AcCoUNTANCY.]) 
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FINANCE Points from Published Accounts 


Financing the Tobacco Duty 

The accounts of Imperial Tobacco for the year to 
October 31, 1947, have been drawn up so as to conform 
generally with the forthcoming requirements of the new 


Companies Act. Two points of interest in the consoli- . 


dated profit and loss account are that United Kingdom 
taxation (described unequivocably as “estimated to 
be payable on the net profit shown above ’’) is divided 
clearly between Profits Tax (£3,039,155) and income 
tax (6,986,597), and that an exceptional profit of 
£14,532,643 is brought in and treated quite separately. 
This profit arises from the increases in the rates of 
tobacco duties. After deducting from it a sum of 
£7,338,985 for U.K. income tax and profits tax there is a 
balance of {7,193,658 to be transferred to reserves. It 
has been used to increase the contingencies reserve to 
£12,711,436; and, apart from a capital reserve of 
£4,102,718, representing E.P.T. refund and a war damage 
reinstatement reserve of £734,375, the group now has 
revenue reserves and surplus of £33,692, 438. With any 
lowering of the tobacco duty it might be necessary to 
call on that part of the reserve represented by the 
exceptional profit to meet losses accepted in passing 
on the benefit to customers without delay. But any 
exceptional profit that might have arisen from duty 
increases in earlier years was, of course, mopped up by 
E.P.T. Hence, if the duty were reduced to anything 
like the level at which it operated in 1939, the company’s 
traditional policy of passing on duty charges immediately 
would lead to losses for which it has not been possible 
to build up any specific reserves. Failing agreement 
with the Treasury, it would no doubt be necessary for 
the company to maintain its old selling prices until 
stocks carrying the higher duty had been cleared. 
Incidentally, it may be reckoned that large additional 
general reserves are included in the valuation set upon 
the assets. It is true that goodwill, patents and trade 
marks are brought into the group balance-sheet at 
£8,820,501 ; but the book value of £5,620,980 set-upon 
land and buildings is determined after accumulated 
write-offs of {6,492,598 and that of £3,834,839 for plant, 
machinery, etc., after writing-off a total of £7,113,847. 


_ Moreover, the trade investments of 12,815,207 include 


quoted shares brought in at cost of £11,489,402, but 
actually having a market value of £47,694,904. Other- 
wise, the accounts are notable for a further increase in 
“stock at approximate cost and advances to leaf- 
buying organisations abroad,’’ which has risen, because 
of the higher duty, from £80,719,083 to £86,292,448, 
despite contraction in the volume of leaf held, and 
expansion in debtors from £41,970,404 to £52,530,499. 
The growth in these items from 1939 onwards is reflected 
in the company’s employment of a bank overdraft of 
£26,383,465, acceptance credits of £10,103,500 and loan 
capital in the shape of £10,000,000 of 3 per cent. 10-year 
notes, 1950-55. 


Partial Consolidation 

A very handsomely prepared report is submitted by 
International Paint and Compositions. Printed on fine 
paper, it includes a map Of the world giving the location 
of the company’s factories, a list of the associated com- 
panies, photographs of some of the plants and a list of 
some of the group’s chief products. These particulars 
help to round out the picture painted in the accounts, 
which embrace a consolidated balance sheet and earnings 
statement for the parent and its United Kingdom 
subsidiaries. The accounts of subsidiaries abroad and of 
certain U.K. companies of minor importance have not 
been consolidated, and out of a balance-sheet total of 


£3,030,010, £361,914 is represented by trade invest- 
ments mainly comprised by such interets. It is a defect 
that full consolidation has not been made effective, and 
that no reason for omitting the overseas subsidiaries is 
vouchsafed. In the partial group accounts the fixed 
assets are shown, at valuation at November 30, 1946, 
at £836,941, and this figure is reduced to £302,765 by 
deducting depreciation of £340,428 and a reserve oi 


£194,337 on valuation. Trading profits are arrived at 


after charging depreciation of £69,163, and the report 
explains that this sum includes initial allowances for 
tax purposes on buildings and plant acquired during 
the year and additional provision of £40,000 which the 
board had thought it advisable to make in connection 
with the sums expended on recent extensions to the 
company’s paint production plant.. 


Winterbottom Book Cloth 

During 1947 Winterbottom Book Cloth purchased 
the shares of Gamble & Smith, and, after writing-ofi 
£50,000 as depreciation, shares in subsidiaries now 
stand in the parent’s accounts at £1,092,445, as com- 
pared with £931,909 a year ago. This represents a 
substantial proportion of the assets total of £4,435,252. 
and it is to be regretted, therefore, that while sub- 
mitting a consolidated balance-sheet, the company does 
not publish a consolidated profits statement. The 
statement under Section 126 says that the profits of 
certain subsidiary companies (apart from the recent 
purchase) have been included in the accounts to the 
extent of dividends received and that the results of 
other subsidiaries have been included in full. Not much 
is to be gained by comparing the latest figures cf reserves 
in the group balance-sheet with those of a year ago, 
for increases from £68,348 to £163,228 in the carry- 
forwards of the subsidiaries, and from £763,239 to 
£880,701 in reserves may not be unrelated to the Gamble 
and Smith acquisition. It would certainly be unwise 
to regard these changes as offering any clue to the 
amount of 1947 profit left undivided with the sub- 
sidiaries. Shareholders must, therefore, wait for the 
next accounts before being in a position to: gauge the 
ful] profit-earning capacity of the group as a whole. 


Dividends from Subsidiaries 

Although the annual meeting of Liebig’s Extract ot 
Meat was deterred for a month in the hope that con- 
solidated accounts would then be ready for submission 
to shareholders, the volume and complexity of the 
issues arising in the case of foreign subsidiary companies 
prevented such documents being made avilable in time. 
The report announces, however, that consolidated 
accounts have been prepared and are now in the hands 


of the auditors, and it adds that they wil] be circulated 


to shareholders so soon as they have been approved by 


- the auditors and are available in final form. Meanwhile, 


a change has been made from the practice of excluding 
dividends due in respect of current profits of sub- 
sidiaries not yet declared or paid over at the parent 
company’s accounting date. This practice was instituted 
primarily with the object of eliminating the exchange 
risk attached to taking credit in a sterling balance 
sheet for profits of subsidiaries earned in foreign cur- 
rencies, the convertibility and remittance of which 
remained in doubt until effected. On the grounds oi 
uniformity this practice was gradually extended to 
embrace all the subsidiaries ; but it has now been found 
expedient, mainly for technical reasons in connection 
with the interpretation of the new Companies Act, to 
revert to the more general practice of taking credit for 
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the dividends 1¢ceivable out of the current profits of 
subsidiaries which have been declared since the close 


of the financial year, after making provision fordividends 


paid but suspended in blocked accounts abioad. Because 
ot this change of treatment the dividends from sub- 
sidiares for two years have to be dealt with. Those for 


The Month 


So great is the pressure of economic events to-day 
that matters which would have occupied the attention 
of our fathers for months now have to be absorbed and 
pondered in a matter of days. So it has been with the 
Economic Survey for 1948—which is already fading out 
of the picture to give place to the Budget and the 
arrival of Marshall aid. Yet the three events are 
intimately associated. The Economic Survey is based 
on the assumption that aid will be forthcoming on a 
scale sufficient to maintain a high level of industrial 
activity for this year, though it does not translate this 
expectation in precise terms of an import programme 
beyond June 30. As for the Budget, there was never a 
year when it was more obvious that physical planning 
can only be given meaning and force by calling in aid, 
at long last, the powerful assistance of financial policy. 
The admissions in the Economic Survey about inflation 
—and the inferences which it leaves unsaid—suggest, 
perhaps, that the Chancellor of the Excheffuer may 
be prepared to introduce a stiff Budget, unheeding of 
the sirens’ songs of those who plead for a handsome 
reduction in direct taxation ‘‘ to encourage incentive,” 
and for a big cut in purchase tax “‘ to assist deflation.” 
The estimates in the Economic Survey on total national 
expenditure and investment show quite plainly that 
voluntary savings are unlikely to be sufficierft to close 
the inflationary gap this year. Hence Sir Stafford is 
being widely advised to aim at a large genuine surplus, 
to make good by taxation what people will not save 
voluntarily. But many of the counsellors overlock that 
larger taxes will be at least partly paid out of potential 
savings. 


The Market’s Problems 

When an authority like The Economist points out 
that the balance for the financial year just closed 
might show a surplus of £500 million on one set of 
definitions, and a deficit of £500 million on another set, 
it is difficult for the ordinary investor to decide what 
a “ large, genuine surplus ”’ really means, and to trans- 
late it into possible tax changes. During the past 
month, fears of a savage Budget have tended to abate— 
owing in part to the Chancellor’s obvious willingness 
to give a trial to the proposals of the Federation of 
British Industries for voluntary dividend limitation. 
Investors cannot be blamed for preferring the devil they 
know, and while they may be sceptical about the effect 
on inflationary pressure of a “stop”’ on distributed 
profits, they might in the long run be better off under 
a voluntary scheme of this sort than with a stiff increase 
in profits tax. It is curious, none the less, that the 
market should have made so small an adjustment to 
the F.B.I. proposals, for they clearly reduce ordinary 
shares to the status of non-cumulative second preference 
shares. The “ blue chip’”’ equities, with yields of 3} 
per cent. and sometimes less, lose their prospect of 
increased dividends—at least for the current year. 
Already, several companies have announced their 
intention merely to maintain last year’s payment. 
Certain others—most of them smaller concerns in 
secondary industries—have somewhat tactlessly an- 
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the year to August 31, 1946, have been taken direct to 
contingencies reserve, thus augmented by £366,627. 
Of this addition, however, £346,184 has rv allocated 
to provision for U.K. tax in respect of Continental 
European subsidiaries which were in enemy hands 
during the wa.. 


in the City 


nounced increased dividends since the F.B.I. replied to 
the Chancellor. If these events had not happened to 
coincide with a tight technical situation in the market, 
ordinary shares might have felt their force more sharply. 


Electricity Preparations 

In fact, the course of equity prices during the latter 
half of March, has shown a steady recovery. A limited 
amount of buying, due to reinvestment of Argentine 
railways and electricity take-over money, has been 
enough, in the thin markets which have prevailed, to 
raise the Financial Times index of industrial ordinary 
shares from its level of 112.4 on February 20 to 116.7 
on March 25. Compared with the sharp setback in 
ordinary shares which occurred during the first six 
weeks of the year, this is a very modest recovery, and 
few professional investors seem to regard it with any 
conviction. Meanwhile, much attention has been paid 
to the behaviour of certain gilt-edged stocks in advance 
of the announcement of the terms of British Electricity 
Stock on April 1—an event marked, with only a week 
or two to spare, by an official list of take-over prices 
for the various stocks. The market had a firm impression 
before Easter that two stocks in particular were being 
“‘ groomed ” for the Electricity Stock issue—3 per cent. 
Savings Bonds 1965-75, and Transport Stock, Steady 
support on successive days for the former established 
its price close to par, after deducting interest accumu- 
lated in the price, and the general inference drawn 
from this fact was that the authorities might be adapting 
Savings 3’s as a model for the new stock—with perhaps 
three extra years squeezed in, to make it a round 20-30 
year issue. That would be ten years shorter than 
Transport Stock, which after perceptible encourage- 
ment before Easter still stood at 973—a visible reproach 
to those who issued it only eleven weeks earlier at par. 
At its highest, it has never been closer than 1} points 
to par. 
Future Prospects 

During the past month, the markets have given the 
impression of looking better than they really were. 
Everything now hangs on the Budget. If the Chancellor 
should wish to strengthen the F.B.I.’s undertaking for a 
voluntary - dividend “ stop’’ with higher taxation on 
distributed profits, some investors would have an 
unpleasant shock. But even if company profits and 
dividends are not singled out for special attention on 
April 6 there would hardly be sufficient encouragement 
in that fact to warrant renewed buying of ordinary 
shares. The references in the F.B.1.’s reply to rising 
costs have not gone unnoticed by shrewd investors. It 
would be ironical if, in fact, the curve of profits is already 
showing signs of turning downward. In some directions 
—certain difficult export markets, and quite a number 
of sectors in the home trade in consumers’ goods— 
there are signs of a change of trend. And every successful 
diversion of output from a “‘ feather-bedded ’’ home 
market, butressed by the most powerful inflation in 
British history, to a world market where the chillier 
winds of international competition are beginning to 
blow, would itself mean lower earnings for many com- 


panies. 
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LAW 


COMPANY LAW 


Emergency legislation—Receiver and manager. 
The Courts (Emergency Powers) Act, 1943, Section 
1 (2) provides that, subject to the Act’s provisions, a 
person shall not be entitled, except with leave of the 
appropriate Court, to institute proceedings for fore- 
closure or sale ; provided that nothing in the sub-Section 
shall affect the institution or prosecution of proceédings 
for the appointment by a Court of a receiver of any pro- 
In Re Newport Construction Co., Lid. (1948, 
1 All E.R. 365) there was a debenture holder’s motion 
for the appointment of a receiver and manager. A 
case of jeopardy was made out. The writ claimed 
(1) a declaration that the debenture was a first charge 
on all the property comprised ; (2) all necessary accounts 
and enquiries ; (3) a receiver and manager. No leave 
had been obtained under Section 1 (2). Roxborough, 
J., held that (1) the writ had been so framed as to avoid 
any claim for forfeiture or sale being made, and therefore 
the plaintiff was entitled to start proceedings without 
leave of the Court ; (2) in the exercise of its discretion, 
having regard to the spirit and letter of the 1943 Act, 
the Court would appoint a receiver and manager for 
three months, subject to the debenture holder’s under- 
taking to apply forthwith for leave under the Act to 
amend the writ by adding a claim for foreclosure or sale, 
se as to avoid an extended administration by the 
receiver. 


EXECUTORSHIP LAW AND TRUSTS 


Wills—Construction—‘Armistice concluded with Ger- 
many.” 

“The end of the war ”’ and kindred expressions often 
present difficulty, particularly in leases. In Re Orchard 
deceased (1948, 1 All E.R. 203), Vaisey, J., had to consider 
such a term used by a testatrix who made her will in 
November, 1940. In it she directed her trustees to hold 
one moiety of her residuary estate on certain trusts “ in 
the event of an armistice having been concluded between 
Great Britain and Germany in the present war before the 
date of my death.” In the event of no such armistice 
having been concluded in her lifetime, there was an 
alternative disposition. The testatrix died on September 
6, 1945. She had relatives living in Germany. It was 
officially ascertained that, in the view of the War Office, 
no armistice had been concluded between Great Britain 
and Germany. Germany surrendered unconditionally, 
and the dates of various instruments of surrender signed 
by the Allies and the Germans extended from a date in 
April to a date in May. There were seven such instru- 
ments relating to various fields of war in various parts 
of Europe, and all were dated prior to the testatrix’s 
death. Vaisey, J., said that if the word “‘ armistice ” 
was used in contradistinction to ‘‘ surrender,’’ then, of 
course, no armistice having been concluded, the gift on 
that contingency would fail. But in his view, an un- 
conditional surrender resulted in an armistice when it 
was accepted by the nations to whom it was tendered. 
He placed no reliance on the fact that there were terms 
of surrender signed by both sides, which terms were not 
before him. The idea that there was no armistice if 
there was an unconditional surrender was ill-founded, 
having regard to the sense in which the word “ armistice ”’ 
must have been used in this will. Had there been in her 
lifetime a short cessation of hostilities which was merely 
temporary for purposes of negotiation, that would not 
have been the kind of armistice of which the testatrix 
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was speaking. But when there was a cessation of 
hostilities for an indefinite time, creating the genera! 
expectation that they would not be resumed, intended as 
a preliminary to the laying down of arms, then that was 
an armistice in the sense used by the testatrix. Wher 
the unconditional surrender was made and accepted, 
there was a cessation of hostilities for an unlimited 
period, and therefore, an ‘“‘ armistice ’’ in the sense used 
by the testatrix. That armistice was concluded in late 
April or early May, 1945, when the testatrix was alive. 
He therefore declared that, within the meaning of the 
will, an armistice was concluded prior to the testatrix’s 
death, such armistice having resulted from the uncon- 
ditional surrender of Germany and the acceptance of 
this surrender by the Allies. 


Joint tenants——Statutory trust for sale. 

In Re Cook deceased (1948, 1 All E.R. 231), freehold 
property was conveyed by deed in March, 1924, for 
valuable consideration to the testatrix and her husband, 
“in fee simple as joint tenants.’’ On January 1, 1926, 
by the operation of Section 36 (1) of the Law of Property 
Act, 1925, a statutory trust for sale was created whereby 
the testatrix and her husband became trustees of the 
proceeds of sale for themselves jointly. In January, 
1944, the husband died, and in March, 1944, the testa- 
trix made her will, providing: “I give and bequeath 
unto my nieces and nephew .. . all my personal estate 
whatsoever to be equally divided.” The testatrix died 
in September, 1944. Harman, J., held: (1) the trust 
for sale imposed by Section 36 (1) came to an end on 
the death.of the husband in January, 1944, and thereafter 
the testatrix was the absolute owner free from the trust ; 
(2) the gift in her will of “ personal estate” did not 
operate to dispose of the freehold property. 


Construction of will—Exoneration of debtors. 

In Re Coghill (1948, 1 All E.R. 254), Harman, J., had 
to determine what debts due to the testatrix at the date 
of her death were forgiven by the terms of her will. By 
a codicil to her will, which contained bequests to a large 
number of beneficiaries, the testatrix declared: “ | 
exonerate all people from the repayment of moneys 
owing to me at the time of my death.”” The estate, 
which amounted to £50,000, consisted partly of real 
estate and partly of Stock Exchange securities, and the 
debts owing to the testatrix at the time of her death 
(amounting to £9,500) consisted of (a) two unsecured 
debts, namely, loans to personal friends on promissory 
notes, and (b) secured debts, namely, loans secured by 
mortgage or charge. Harman, J., said that, in his view, 
the testatrix, when she exonerated all people from the 
repayment of moneys owing to her, meant to forgive 
personal debts and did not mean to give up securities 
for money. Therefore she must have regarded the 
mortgage debts (amounting to nearly £6,000) as invest- 
ments of her estate, and she did not mean, by a more or 
less casual phrase in an undated codicil, to release people 
who'‘were unknown to her, and to whom she owed no 
obligation. True, there was one debt of that kind 
owing to the testatrix by a personal friend, but it had 
been carried into operation by her solicitor by an 
ordinary deed and it had remained on a business footing. 
In the judge’s opinion, the dividing line was between 
debts secured and debts unsecured, and the latter, but 
not the former, were forgiven by the testatrix in her 
codicil. ’ 
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Administration pendente lite—Practice in appointing 
yeceiwvers. 

The settled practice of the Probate Division, in the 
appointment of an administrator pendente lite, is to 
follow the practice of the Chancery Division in the 
matter of the appointment of a receiver. In Re Bevon 
deceased (1948, 1 All E.R. 271), the plaintiff in a probate 
action propounded a will and sought probate of it, sub- 
ject to the excision of benefits to certain beneficiaries. 
The estate, valued at £96,000, consisted largely of 
securities (the interest and dividends on which would 
have to be collected), real estate (in respect of which it 
was necessary to collect the rents), and personal chattels 
which had to be safeguarded by the employment of a 
caretaker. The Court of Appeal held that, having regard 
to the size and nature of the estate and the rents, it 
was a case in which a Chancery Court would have 
appointed a receiver; therefore an administrator pen- 
dente lite should be appointed. 


lvusts—A ppointment of new trustees—Concurrence of 
continuing trustee. 

In Re Brockbank deceased (1948, 1 All E.R. 287), a 
testator, who died in 1926, had by will and codicil 
appointed B. and K. to be his executors and trustees, 
and directed them to pay the income of his residuary 
estate to his wife for her life, or until her remarriage, 
and thereafter to hold the residue for his five children 
in equal shares absolutely. There was no-express power 
of appointing new trustees. By a deed dated December 
20, 1940, K. retired from the trusteeship, and W. was 
appointed in his place. W. wished to retire from the 
trust, and the beneficiaries unanimously desired that a 
bank be appointed as sole trustee in the place of W. and 
Bb. B. refused to concur in making the appointment. 
In an application by the beneficiaries and W. for an 
order directing B. to concur, or, alternatively, appoint- 
ing the bank to be sole trustee, Vaisey, J., held that the 
beneficiaries could not control the exercise of the power 
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of appointing new trustees conferred on a continuing 
trustee by Section 36 (1) (b) of the Trustee Act, 1925, and 
therefore no order would be made. 


Administration—Revocation—Discovery of will—Laches. 

In Coghlan deceased (1948, 1 All E R 367), the de- 
ceased had died in 1892. Administration of his estate 
was completed in 1896. In 1912 a will was discovered, 


‘alleged to have been made by the deceased in 1891. 


The plaintiff, who was the administrator of the sole. 
executor and beneficiary under the alleged will, was 
fully aware of the discovery; but he was under the 
erroneous belief that the will was statute-barred. He 
also lacked means, and took no action until 1935, when 
he consulted solicitors. In 1947, after protracted 
correspondence and one abortive action, he commenced 
an action to revoke the grant of administration of the 
deceased's estate and to establish the alleged will. All 
the beneficiaries in the administration and some of the 
beneficiaries entitled to share in their estates were dead. 
On an application for an order that the action be dis- 
missed under the Court’s inherent jurisdiction as 
frivolous and vexatious, the registrar dismissed the 
summons on the ground that, although the delay 
between 1912 and 1935 might amount to such laches as 
would defeat the plaintiff's claim if he were claiming on 
an intestacy, the same considerations did not apply 
where it was sought to establish a will, and that, in view 
of the principle that the Court seeks to give effect to a 
testator’s wishes if at all possible, the plaintiff ought to 
be allowed to proceed with the action to establish the 
will, and not to be stop in limine. On appeal, 
Willmer, J., held that the Court will always try to give 
effect to a testator’s wishes, yet in this casé the plaintiff's 
laches would render hopeless any attempt on his part to 
follow the assets. Therefore, even if the action suc- 
ceeded through the plaintiff proving the alleged will, no 
possible good could result. Therefore, the action was an 
abuse of the powers of the Court and should be dismissed. 


Emergency Acts and Orders 


These summaries of emergency enactments and Orders 
have been published in ACCOUNTANCY since the beginning 
of the recent war. They are not intended to be exhaustive, 
but only to give the main content of an Act or Order, the 
full text of which should be consulted if details are required. 


ACTS 
Companies Bill ~ " 

The Bill to consolidate the Companies Acts, 1929 
and 1927, has been introduced in the House of Lords. 
It incorporates the new form of Table A and other 
documents given in S.I. 1948, No. 434 (see below). 

ORDERS 
COMPANIES 
S.R. & O. 1947, No. 2503. The Companies Act (Com- 
mencement) Order, 1947. 
S.J. 1948, No. 439. The Companies Act (Commencement) 
Order, 1948. 

Certain sections of the Companies Act, 1947, were 
brought into operation on December 1, 1947. The whole 
of the remainder of the Act will come into effect on 
july 1, 1948. 

S.I. 1948, No. 434. The Companies (Articles of Associa- 
tion and Annual Return) Regulations, 1948. 

A revised Table A and revised forms of articles of 

association are substituted for those contained in the 


First Schedule to the Companies Act, 1929. A new form 
is also prescribed for the annual return of a company 
having a share capital. The Regulations come into 
operation on July 1, 1948. 

(See AccounTAaNcy, December, 1947, page 272.) 


EXCHANGE CONTROL 
S.R. & O. 1947, Nos. 1942, 2035. Orders made by the 
Treasury. 
S.R. & O. 1947, No. 2034. Exchange Control (Channel 
Islands) Order, 1947. , 
S.R. & O. 1947, No. 2066. Exchange Control (Isle of 
Man) Order, 1947. 

The Exchange Control Act, 1947, was brought into 
force on October 1, 1947, and its provisions extended to 
the Channel Islands and the Isle of Man. 

S.R. & O. 1947, Nos. 2036 to 2056, 2071, 2072, 2073, 
2282, 2283, 2511. Exchange Control Orders, 1947. 

S.I. 1948, Nos. 90, 139, 218, 219, 220, 221, 284, 285, 
286. Exchange Control Orders, 1948. 

These Orders relate to authorised depositaries, 
authorised dealers, payments to various countries, 
definition of Scheduled Territories, and other matters 
within the scope of the Exchange Control Act, 1947. 


EXPORTS as 
S.R. & O. 1947, No. 2683. Export of Goods (Conirol) 
(Consolidation) Order, 1947. 
All previous Export Control Orders are revoked, and 
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<= | Legal Notes 


COMPANY LAW 


Emergency legislation—Receiver and manager. 

The Courts (Emergency Powers) Act, 1943, Section 
1 (2) provides that, subject to the Act’s provisions, a 
person shall not be entitled, except with leave of the 
appropriate Court, to institute proceedings for fore- 
closure or sale ; provided that nothing in the sub-Section 
shall affect the institution or prosecution of procetdings 
for the appointment by a Court of a receiver of any pro- 
perty. In Re Newport Construction Co., Lid. (1948, 
1 All E.R. 365) there was a debenture holder’s motion 
for the appointment of a receiver and manager. A 
case of jeopardy was made out. The writ claimed 
(1) a declaration that the debenture was a first charge 
on all the property comprised ; (2) all necessary accounts 
and enquiries ; (3) a receiver and manager. No leave 
had been obtained under Section 1 (2). Roxborough, 
J., held that (1) the writ had been so framed as to avoid 
any claim for forfeiture or sale being made, and therefore 
the plaintiff was entitled to start proceedings without 
leave of the Court ; (2) in the exercise of its discretion, 
having regard to the spirit and letter of the 1943 Act, 
the Court would appoint a receiver and manager for 
three months, subject to the debenture holder’s under- 
taking to apply forthwith for leave under the Act to 
amend the writ by adding a claim for foreclosure or sale, 
so as to avoid an extended administration by the 
receiver. 


EXECUTORSHIP LAW AND TRUSTS 


Wills—Construction—‘Armistice concluded with Ger- 
many.” 

“The end of the war’ and kindred expressions often 
present difficulty, particularly in leases. In Re Orchard 
deceased (1948, 1 All E.R. 203), Vaisey, J., had to consider 
such a term used by a testatrix who made her will in 
November, 1940. In it she directed her trustees to hold 
one moiety of her residuary estate on certain trusts “ in 
the event of an armistice having been concluded between 
Great Britain and Germany in the present war before the 
date of my death.’”’ In the event of no such armistice 
having been concluded in her lifetime, there was an 
alternative disposition. The testatrix died on September 
6, 1945. She had relatives living in Germany. It was 
officially ascertained that, in the view of the War Office, 
no armistice had been concluded between Great Britain 
and Germany. Germany surrendered unconditionally, 
and the dates of various instruments of surrender signed 
by the Allies and the Germans extended from a date in 
April to a date in May. There were seven such instru- 
ments relating to various fields of war in various parts 
of Europe, and all were dated prior to the testatrix’s 
death. Vaisey, J., said that if the word “‘ armistice ” 
was used in contradistinction to “‘ surrender,’’ then, of 
course, no armistice having been concluded, the gift on 
that contingency would fail. But in his view, an un- 
conditional surrender resulted in an armistice when it 
was accepted by the nations to whom it was tendered. 
He placed no reliance on the fact that there were terms 
of surrender signed by both sides, which terms were not 
before him. The idea that there was no armistice if 
there was an unconditional surrender was ill-founded, 
having regard to the sense in which the word “‘ armistice ”’ 
must have been used in this will. Had there been in her 
lifetime a short cessation of hostilities which was merely 
temporary for purposes of negotiation, that would not 
have been the kind of armistice of which the testatrix 


was speaking. But when there was a cessation of 
hostilities for an indefinite time, creating the genera! 
expectation that they would not be resumed, intended as 
a preliminary to the laying down of arms, then that was 
an armistice in the sense used by the testatrix. When 
the unconditional surrender was made and accepted, 
there was a cessation of hostilities for an unlimited 
period, and therefore, an “ armistice ’’ in the sense used 
by the testatrix. That armistice was concluded in late 
April or early May, 1945, when the testatrix was alive. 
He therefore declared that, within the meaning of the 
will, an armistice was concluded prior to the testatrix’s 
death, such armistice having resulted from the uncon- 
ditional surrender of Germany and the acceptance of 
this surrender by the Allies. 


Joint tenants—Statutory trust for sale. 

In Re Cook deceased (1948, 1 All E.R. 231), freehold 
property was conveyed by deed in March, 1924, for 
valuable consideration to the testatrix and her husband, 
“in fee simple as joint tenants.’”’ On January 1, 1926, 
by the operation of Section 36 (1) of the Law of Property 
Act, 1925, a statutory trust for sale was created whereby 
the testatrix and her husband became trustees of the 
proceeds of sale for themselves jointly. In janwary, 
1944, the husband died, and in March, 1944, the testa 
trix made her will, providing: “I give and bequeath 
unto my nieces and nephew .. . all my personal estate 
whatsoever to be equally divided.”” The testatrix died 
in September, 1944. Harman, J., held: (1) the trust 
for sale imposed by Section 36 (1) came to an end on 
the death.of the husband in January, 1944, and thereafter 
the testatrix was the absolute owner free from the trust ; 
(2) the gift in her will of “ personal estate” did not 
operate to dispose of the freehold property. 


Construction of will—Exoneration of debtors. 

In Re Coghill (1948, 1 All E.R. 254), Harman, J., had 
to determine what debts due to the testatrix at the date 
of her death were forgiven by the terms of her will. By 
a codicil to her will, which contained bequests to a large 
number of beneficiaries, the testatrix declared: “| 
exonerate all people from the repayment of moneys 
owing to me at the time of my death.”” The estate, 
which amounted to £50,000, consisted partly of real 
estate and partly of Stock Exchange securities, and the 
debts owing to the testatrix at the time of her death 
(amounting to £9,500) consisted of (a2) two unsecured 
debts, namely, loans to personal friends on promissory 
notes, and (b) secured debts, namely, loans secured by 
mortgage or charge. Harman, J., said that, in his view, 
the testatrix, when she exonerated all people from the 
repayment of moneys owing to her, meant to forgive 
personal debts and did not mean to give up securities 
for money. Therefore she must have regarded the 
mortgage debts (amounting to nearly £6,000) as invest- 
ments of her estate, and she did not mean, by a more or . 
less casual phrase in an undated codicil, to release people 
who were unknown to her, and to whom she owed no 
obligation. True, there was one debt of that kind 
owing to the testatrix by a personal friend, but it had 
been carried into operation by her solicitor by an 
ordinary deed and it had remained on a business footing. 
In the judge’s opinion, the dividing line was between 
debts secured and debts unsecured, and the latter, but 
not the former, were forgiven by ‘the testatrix in her 
codicil. : 
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Administration. pendente lite—Practice in appointing 
yeceivers. 

The settled practice of the Probate Division, in the 
appointment of an administrator pendente lite, is to 
follow the practice of the Chancery Division in the 
matter of the appointment of a receiver. In Re Bevon 
Jeceased (1948, 1 All E.R. 271), the plaintiff in a probate 
action propounded a will and sought probate of it, sub- 
ject to the excision of benefits to certain beneficiaries. 
The estate, valued at £96,000, consisted largely of 
securities (the interest and dividends on which would 
have to be collected), real estate (in respect of which it 
was necessary to collect the rents), and personal chattels 
which had to be safeguarded by the employment of a 
caretaker. The Court of Appeal held that, having regard 
to the size and nature of the estate and the rents, it 
was a case in which a Chancery Court would have 
appointed a receiver; therefore an administrator pen- 
dente lite should be appointed. 


lrusts—A ppointment of new trustees—Concurrence of 
continuing trustee. 

In Re Brockbank deceased (1948, 1 All E.R. 287), a 
testator, who died in 1926, had by will and codicil 
appointed B. and K. to be his executors and trustees, 
and directed them to pay the income of his residuary 
estate to his wife for her life, or until her remarriage, 
and thereafter to hold the residue for his five children 
in equal shares absolutely. There was no-express power 
of appointing new trustees. By a deed dated December 
20, 1940, K. retired from the trusteeship, and W. was 
appointed in his place. W. wished to retire from the 
trust, and the beneficiaries unanimously desired that a 
bank be appointed as sole trustee in the place of W. and 
hb. B. refused to concur in making the appointment. 
In an application by the beneficiaries and W. for an 
order directing B. to concur, or, alternatively, appoint- 
ing the bank to be sole trustee, Vaisey, J., held that the 
beneficiaries could not control the exercise of the power 
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of appointing new trustees conferred on a continuing 
trustee by Section 36 (1) (b) of the Trustee Act, 1925, and 
therefore no order would be made. 


A dministration—Revocation—Discovery of will—Laches. 

In Coghlan deceased (1948, 1 All ER 367), the de- 
ceased had died in 1892. Administration of his estate 
was completed in 1896. In 1912 a will was discovered, 


‘alleged to have been made by the deceased in 1891. 


The plaintiff, who was the administrator of the sole 
executor and beneficiary under the alleged will, was 
fully aware of the discovery; but he was under the 
erroneous belief. that the will was statute-barred. He 
also lacked means, and took no action until 1935, when 
he consulted solicitors. In 1947, after protracted 
correspondence and one abortive action, he commenced 
an action to revoke the grant of administration of the 
deceased’s estate and to establish the alleged will. All 
the beneficiaries in the administration and some of the 
beneficiaries entitled to share in their estates were dead. 
On an application for an order that the action be dis- 
missed under the Court’s inherent jurisdiction as 
frivolous and vexatious, the registrar dismissed the 
summons on the ground that, although the delay 
between 1912 and 1935 might amount to such laches as 
would defeat the plaintiff's claim if he were claiming on 
an intestacy, the same considerations did not apply 
where it was sought to establish a will, and that, in view 
of the principle that the Court seeks to give effect to a 
testator’s wishes if at all possible, the plaintiff ought to 
be allowed to proceed with the action to establish the 
will, and not to be stopped in limine. On appeal, 
Willmer, J., held that the Court will always try to give 
effect to a testator’s wishes, yet in this casé the plaintiff's 
laches would render hopeless any attempt on his part to 
follow the assets. Therefore, even if the action suc- 
ceeded through the plaintiff proving the alleged will, no 
possible good could result. Therefore, the action was an 
abuse of the powers of the Court and should be dismissed. 


Emergency Acts and Orders 


These summaries of emergency enactments and Orders 
have been published in ACCOUNTANCY since the beginning 
of the recent war. They are not intended to be exhaustive, 
but only to give the main content of an Act or Order, the 
full text of which should be consulted if details are required. 


ACTS 
Companies Bill " 

The Bill to consolidate the Companies Acts, 1929 
and 1927, has been introduced in the House of Lords. 
It incorporates the new form of Table A and other 
documents given in S.I. 1948, No. 434 (see below). 

ORDERS 
COMPANIES 
S.R. & O. 1947, No. 2503. The Companies Act (Com- 
mencement) Order, 1947. 
ST. 1948, No. 439. The Companies Act (Commencement) 
Order, 1948. 

Certain sections of the Companies Act, 1947, were 
brought into operation on December 1, 1947. The whole 
of the remainder of the Act will come into effect on 
july 1, 1948. 

S.I, 1948, No. 434. The Companies (Articles of Associa- 
tion and Annual Return) Regulations, 1948. 

A revised Table A and revised forms of articles of 

association are substituted for those contained in the 


First Schedule to the Companies Act, 1929. A new form 
is also prescribed for the annual return of a company 
having a share capital. The Regulations come into 
operation on July 1, 1948. 

(See Accountancy, December, 1947, page 272.) 


EXCHANGE CONTROL 
S.R. & O. 1947, Nos. 1942, 2035. Orders made by the 
Treasury. 
S.R. & O. 1947, No. 2034. Exchange Control (Channel 
Islands) Order, 1947. 
S.R. & O. 1947, No. 2066. Exchange Control (Isle of 
Man) Order, 1947. 

The Exchange Control Act, 1947, was brought into 
force on October 1, 1947, and its provisions extended to 
the Channel Islands and the Isle of Man. 

S.R. & O. 1947, Nos. 2036 to 2056, 2071, 2072, 2073, 
2282, 2283, 2511. Exchange Control Orders, 1947. 

S.I. 1948, Nos. 90, 139, 218, 219, 220, 221, 284, 285, 
286. Exchange Control Orders, 1948. 

These’ Orders relate to authorised depositaries, 
authorised dealers, payments to various countries, 
definition of Scheduled Territories, and other matters 
within the scope of the Exchange Control Act, 1947. 


EXPORTS - . 
S.R. & O. 1947, No. 2683. Export of Goods (Conirol) 
(Consolidation) Order, 1947. 
All previous Export Control Orders are revoked, and 
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a revised list is given of goods subject to export control. 
(See AccounTANCY, September, 1947, page 213.) 


HIRE PURCHASE 

S.R. & O. 1947, No. 1193. Hire-Purchase and Credit Sale 
Agreements (Control) (Revocation) Order, 1947. 

S.R. & O. 1947, Nos. 1194, 2210. Hive-Purchase and 
Credit Sale Agreements (Maximum Prices and 
Charges) Orders, 1947. 

Maximum prices and charges are prescribed in respect 
of hire-purchase and credit sale agreements, in sub- 
stitution for those previously in force. 

(See AccounTANCY, August, 1946, page 262.) 


INCOME TAX 
S.R. & O. 1947, Nos. 2864 to 2874, 2878. Double. Tax- 
ation Relief (Taxes on Income) Orders, 1947. 

Effect is given to double taxation agreements with 
Aden Colony, Antigua, British Honduras, Gambia, Gold 
Coast, Montserrat, Nyasaland, Palestine, St. Christopher 
and Nevis, Sierra Leone, Virgin Islands, and Ni igeria 
respectively. 

(See AccouNTANCY, January, 1948, page 13.) 

NATIONAL INSURANCE 
S.I. 1948, No. 54. National Insurance Act, 1946 (Ap- 
pointed Day) Order, 1948. 

The National Insurance Act, 1946, is to come into 
operation on July 5, 1948. 

(See AccouNTANCY, October, 1946, page 289.) 

TRADING WITH THE ENEMY 
S.R. & O. 1947, Nos. 2203-5. Trading with the Enemy 
(Austria) Orders, 1947. 

Trade is authorised with persons in Austria. 

S.I. 1948, Nos. 134-5. Trading with the Enemy (Germany) 
Orders, 1948. 

Insurance business may be transacted with persons 
and concerns in Germany, and money and property 
accruing from this business is freed from Custodian 
control. 

(See AccouNTANCY, September, 1947, page 213.) 


Publications 


A Manual of Retail Accounting. By Noel Wilkinson, 


M.A., F.C.I.S., A.C.A. (Association of Retail 
Chambers of Trade, 356, Oxford Street, London, 
W.1. Price 8s. 6d. net.) 

This is an interesting manual, written for retailers in 
simple language, points made being therefore easily 
understood. 

It is a fact that even now many retailers keep no 
records. So, after an introductory chapter stating the 
case for double-entry, the author devotes another to 
““A One-book Accounting System,” designed to bring 
these laggards at least on to the lowest rung of the 
accountancy ladder. 

Hereafter we are concerned with the requirements 
of correct book-keeping. The logical development is 
over seven chapters, and although there is a paucity of 
examples—telieved only by charts illustrating the 
treatment of purchases and sales—they are clear, 
concise and comprehensive. 

The author deals adequately with several special 
points, including hire purchase, clubs and instalment 
credit sales (weekly tally trade). 

In the chapters dealing with stocktaking and final 
accounts, simplicity is harder to maintain, but the 
author does avoid over-technicality. One feels, how- 
ever, that emphasis is on the company, as against the 
individual, retailer, and that it is here, if anywhere, 
that the latter’s attention will wander. 

The final chapters are ‘ Statistical Records, ” “The 


Trading Plan,’’ and “‘ Office Machinery.” The first two 
should be related, and are matters of which a little 
knowledge may be misleading in unskilled minds—a 
separate volume rather than the necessarily surface 
treatment possible here would be welcomed. 

The author advocates adoption of the standard analysis 
of trading and expenses recommended by the Drapers’ 
Chamber of Commerce, and in condensed form repro- 
duces it in an appendix. It is useful for comparative 
purposes, and conforms with the modern tendency to 
standardisation. 

This up-te-date work, produced by careful and pains- 
taking effort, should be useful to a variety of retailers 
and their accounting staff, to commercial students, and 
to audit staff concerned with such work. 

J. R.L. 


Books Received 


Office Organisation and Management. By the 
late Lawrence R. Dicksee and Sir Herbert E. 
Blain, C.B.E. Fourteenth edition by Stanley W. 
Rowland, LL.B., F.C.A. (Sir Isaac Pitman & Sons, 
Ltd., London. Price 10s. 6d. net.) 

Outlines of Industrial Law. By W. Mansfield 
Cooper, LL.M. (Butterworth, & Co. (Publishers), 
Ltd., London. Price 21s. net.) 

Frauds and Swindles. By Maurice C. Moore. Second 
edition. (Gee & Co. (Publishers), Ltd., London. 
Price 7s. 6d. net.) 

Time Study and Common Sense. By Abraham 
Cohen. (Macdonald & Evans, London. Price 
10s. .net.) 

Introduction to Income Tax. By E. D. Fryer, 
A.L.A.A. Eighth edition. (Sir Isaac Pitman & 
Sons, Ltd., London. Price 6s. net.) 

The Law of Employment. By Eric Sachs, K.C. 
(Sir Isaac Pitman & Sons, Ltd., London. Price 
6s. net.) ' 

The Law of ‘Bills of Exchange. By Francis C. 
Coningsby, LL.B. (Stevens & Sons, Ltd., London. 
Price 00s. net.) 

Effort. By Rudolf Laban and F. C. Lawrence. (Mac- 
donald & Evans, London. Price 10s. net.) 

Income Tax Law and Practice. By Cecil A. Newport, 
F.C.R.A. Nineteenth edition. (Sweet & Maxwell, 
Ltd., London. Price 15s. net.) 

Changes in Company Law effected by the Companies 

- Act, 1947, and Finance Act, 1947. By Michael 
Wheeler and Geoffrey Tribe, Barristers-at-Law. 
(Sweet & Maxwell, Ltd., London. Price 6s. 6d. 
net.) 

Practical Income Tax and Sur-Tax. Seventeenth 
edition. By C. W. Chivers, (Sir Isaac Pitman & 
Sons, Ltd., London. Price 7s. 6d. net.) 

A Simple Guide to Negotiable Instruments and 
the Bills of Exchange Acts. By Dudley Richard- 
son, A.I.B. (Butterworth & Co. (Publishers), 
Ltd., London. Price 12s. 6d. net.) 

Banker and Customer. By S. Evelyn Thomas, 
Ph.D., F.C.1.S., Cert. A.I.B., and Maurice Megrah, 
M.Com., Barrister-at-Law. Fifth edition. (Sir 
Isaac Pitman & Sons, Ltd., London. Price 25s. 
net. 

Standard Costs. By H. E. Kearsey, A.C.W.A. 
Second edition. (Sir Isaac Pitman & Sons, Ltd., 
London. Price 10s, 6d. net.) 

The Legal of Business. By H. R. Light, 
B.Sc., F.C.LS. (Sir Isaac Pitman & Sons, Ltd., 
London. Price 8s. 6d. net.) 
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Society of Incorporated Accountants 


COUNCIL MEETING 


THURSDAY, MARCH 18, 1948 

Present: Sir Frederick Alban, C.B.E., J.P., President 
(in the chair), Mr. J. Paterson Brodie (Vice-President), 
Mr. A. Stuart Allen, Mr. C. Percy Barrowcliff, Mr. R. M. 
Branson, Mr. M. J. Faulks, Mr. Alex. Hannah, Mr. C. A. G. 
Hewson, Mr. Walter Holman, J.P., Sir Thomas Keens, D.L., 
Mr. Bertram Nelson, J.P., Mr. F. A. Prior, Mr. Joseph 
Stephenson, O.B.E., Mr. Percy Toothill, Mr. Richard A. 
Witty, Mr. R. E. Yeabsley, C.B.E., Mr. A. A. Garrett 
(Secretary), and Mr. I. A. F. Craig (Deputy Secretary). 

Apologies for non-attendance were received from: Mr. 
john Ainsworth, M.B.E., Mr. R. Wilson Bartlett, D.L., J.P., 
Mr. Robert Bell, Mr. E. Cassleton Elliott, Mr. A. B. Griffiths, 
Mr. L. C. Hawkins, Mr. D. R. Matheson, M.A., LL.B., Mr. 
A. E. Middleton, L.C.C., Mr. James Paterson, Mr. T. Harold 
Platts, Mr. Henry Smith, Mr. R. E. Starkie, Mr. A. H. Walkey, 
and Mr. F. Woolley, J.P. 

_ Str JAMES MARTIN MEMORIAL EXHIBITION 

The Sir James Martin Memorial Exhibition in respect of 
the November, 1947, Intermediate Examination was awarded 
to William John Pritchard, articled clerk to Mr. Cyril Arnold, 


Fellow, Rhyl. 


GOLD AND SILVER MEDALs, 1947 
The following awards in respect of the 1947 Final Exam- 
inations were made: Gold Medal to Alfred Thomas Monk 
(with Dunn, Wylie & Co.), London. Silver Medal to Kenneth 
Haydn Fickling (with Alban & Lamb), Cardiff. 


HENRY MorGAN MEMORIAL PRIZE 
ARTHUR E. PIGGETT (MANCHESTER) PRIZE 
Frnat EXaMINATIons, 1947 

The Council approved recommendations that th rizes 
be awarded as follows :—Henry Morgan Prize: to Ritred 
Thomas Monk (with Messrs. Dunn Wylie & Co., London) for 
meritorious work in the group of accountancy subjects. 
Arthur E. Piggott Prize: to Richard Alan Hart (articled 
clerk to Mr. Murray E. J. Pearce, Poole, Dorset) for special 
merit in accountancy and auditing. 


REPORTS OF COMMITTEES 

A report was received of the recent meeting of the Joint 
Parliamentary Committee and of the Joint Standing Com- 
mittee administering the Universities Scheme. 

The reports of the Finance and General Pu , Exam- 
ination and Membership, and Development Committees 
were also received. 

ANNUAL GENERAL MEETING, May, 1948 

The Council approved the arrangements made for the 
Annual General Meeting to be held on Wednesday, May 26, 
1948, at 2.30 p.m., at the Hall of the Chartered Auctioneers’ 
and Estate Agents’ Institute of the United Kingdom, Lincoln's 
Inn Fields, London, W.C.2. On Thursday, May 27, the 
annual conference of representatives of Branches and District 
Societies would take place. 


British INSTITUTE OF MANAGEMENT 

It was reported that the President and the Secretary had 
attended a meeting of representatives of professional bodies 
and of management organisations convened by the British 
institute of Management. The meeting was addressed by 
Sir Charles Renold, the Chairman, who outlined the policy 
of the Institute and requested the support and co-operation 
of other bodies which were interested in various aspects of 
management. 

CONGRESS ON ACCOUNTING, Paris, 1948 

The Council accepted with thanks an invitation from the 
French Committee organising this Congress to participate in 
the proceedings. 

RE-INSTATEMENT IN MEMBERSHIP 

On the recommendation of the Examination and Member- 
ship Committee, two applications for re-instatement were 
approved, subject to payment of fees. ¥ 


MEMBERSHIP 
A list of Fellows and Associates elected by the Council in 
1948, who have completed their membership before April 16, 
will be published in the May issue of ACCOUNTANCY. 


DEATHS 
The Council received with regret a report of the death of 
each of the following members : 
ASHWORTH, WILLIAM (Fellow), Burnley. 
BATSFORD, ARTHUR JOHN LEONARD (Associate), Hastings. 
Wi.uiaMs, ErNEsT Jones (Fellow), Carlisle. 


DISTRICT SOCIETIES 


LONDON 

Preliminary arrangements have been made to form an 
Incorporated Accountants’ Luncheon Club in London, and 
it is hoped that this project will receive the support of 
members. ; 

The first luncheon will be held at the Connaught Rooms, 
Great pos Street, Kingsway, London, W.C.2, on Tuesday, 
April 6. 

LONDON STUDENTS’ SOCIETY 
Special Lecture Course 

The Committee feel that members of the London Students’ 
Society, particularly those who are sitting for their examina- 
tions in May or November, 1948, will welcome the following 
series of lectures which have been specially arranged :— 
April 12, ‘‘ Costing for Examinees, Pt. I,” by Mr. W. W. Bigg. 

F.C.A., F.S.A.A. 

April 13, ‘‘ Contractual Obligations and Commercial Law,” 
by Mr. O. Griffiths, M.A., LL.B., Barrister-at-Law. 

April 14, ‘“‘ Allowances under the Income Tax Act, 1945,’ by 
Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A. 

April 15, ‘‘ Costing for Examinees, Pt. II,”” by Mr. W. W- 
Bigg, F.C.A., F.S.A.A. 

April 16, “ Practical Applications of Statistics,” by Mr. 
J. E. G. Utting, The National Institute of Economic and 
Social Research. - 

April 19, “‘ Powers and Duties of Liquidators, Trustees and 
Receivers,” by Mr. O. Griffiths, M.A., LL.B., Barrister- 
at-Law. 

April 20, “ tion of a Residuary Account,” by Mr. 
A. E. Langton, LL.B., A.S.A.A. ‘ 

April 21, ‘‘ Perplexing Problems in Accounting,” by Mr. R. 
Glynne Williams, F.C.A., F.T.L.1. 

April 22, “ Profits Tax,” by Mr. H. A. R. J. Wilson, F.C.A., 
F.S.A.A. 

April 23, ‘‘ Economics and Accounting,”’ by Professor W. T. 
Baxter, B.Com., C.A., London School of Economics. 

These lectures will be directed to the needs of both Inter- 
mediate and Final Examination candidates, but it is mof 
intended that attendance at these lectures shall be confined 
to candidates sitting for examinations in 1948. 

This series of lectures will be held from 5 p.m. to 6 p.m. 
at the Chartered Insurance Institute, 20, Aldermanbury, 
London, E.C.2, 


The lecture by Mr. C. W. Bird on “ Liabilities (War-Time 
Adjustment) Acts ’’ will now take place on Monday, April 26, 
at 6 p.m., at the Chartered Auctioneers’ and Estate Agents’ 
Institute, instead of April 19. 


+ SCOTTISH BRANCH 


Scottish Council Meeting 

A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held 
in Glasgow on February 4. Mr. D. R. Matheson, LL.B., 
presided over a good attendance. Mr. Alexander M. Shaw, 
F.S.A.A., Glasgow, who had been co-opted to the Council, 
was welcomed by the Chairman. The deaths of Mr. A. B. 
Marshall and Mr. J. Tannett Mackenzie, both of Glasgow, 
were reported. The Secretary reported the results of the 
November examinations as regards Scottish candidates. 
He also reported that a considerable number of applications 
had been received for permission to sit the Society's — 
examinations, and these had been dealt with by the Examin- 
ation and Membership Committee. A report was submitted 
from the Hon. Secretary of the Students’ Society with 
reference to the meetings of that Society. The annual 
meeting was provisionally fixed for Friday, March 19. 
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Glasgow Students’ Society 

A meeting of the Glasgow Students’ Society was held on 
January 27. A paper was read by Mr. James A. Scott, 
O.B.E., F.S.A.A., Town Chamberlain, Kilmarnock, on 
** Approach to the Audit of Municipal Accounts.”” Mr. Scott 
treated the subject in a very exhaustive manner and gave 
. full details of the latest methods of municipal book-keeping 
and the requirements of an audit of a large burgh. Mr. James 
- Paterson, Secretary of the Scottish Branch, in moving a 
vote of thanks to Mr. Scott, referred to the necessity for a 


more thorough approach by students to the requirements of — 


the Society’s examinations. 

Another meeting was held on February 24, when an address 
was given by Mr. Andrew Lothian, Solicitor, on ‘‘ The Law of 
Executry.”” Mr. Robert Fraser, F.S.A.A., presided over 
large attendances at both meetings. 


LIVERPOOL 


Course for Student Members at Derby Hall, 
Liverpool, April 2 to 5, 1948 
GENERAL PROGRAMME 
Fripay, Aprit 2, 1948 

Members attending the Course are requested to arrive at 
Derby Hall not later than 6.0 p.m. At the Society’s office 
they will be informed of the numbers of the rooms allocated 
to them. 

7.0 p.m. Dinner in Hall. 
Short s es of welcome by : 
The President (Mr. James C. Summerskill) 
The Lord Mayor of Liverpool (Alderman 
W. T. Lancashire) 
The Warden of Derby Hall (Professor D. 
Seaborne Davies). 
7.45 p.m. Coffee in Common Room. 
Informal Opening Meeting : 
The Purposes of the Course (The President). 
The Society and its Examinations (Mr. Richard 
A. Witty). 
Pr tion for Examinations (Mr. H. A. R. J. 
Wilson). 
Discussion. 
10.0 p.m. Tea. 

SATURDAY, APRIL 3: 

8.0—8.45, Breakfast in Hall (Self-service); 9.15 a.m., 
Lectures and Discussions (see Group Programme); 11.0 
a.m., Cocoa (near Common Room) ; 11.15 a.m., Lectures and 
Discussions ; 1.0 p.m., Lunch in Hall, followed by Coffee in 
Common Room; 2.30 p.m., Lectures and Discussions ; 
4.0 p.m., Afternoon Tea in Common Room ; 5.0 p.m., Lec- 
tures and Discussions ; 7.0 p.m., Dinner in Hall; 8.0 p.m., 
Informal Meeting in Common Room; 10.0 p.m., Tea in 
Common Room 
SUNDAY, APRIL 4: 

9.0 a.m., prompt, Breakfast in Hall ; 9.45 a.m., Service in 
Liverpool College Chapel, adjoining Derby Hall, Ibbotson’s 
Lane Entrance. (Preacher: The Rt. Rev. The Lord Bishop 
of Liverpool (Dr. Clifford Martin). Collection for Liverpool 
College Mission. The Service is undenominational) ; 11.0 
a.m., Cocoa ; 11.15 a.m., Lectures and Discussions ; 1.0 p.m., 
Lunch in Hall; 2.30 p.m., Lectures and Discussions; 4.0 
p-m., Afternoon Tea ; 5.0 p.m., Lectures and Discussions ; 
7.0 p.m., Dinner in Hall ;-8.0 p.m., Meeting in Library for 
Groups A and B; Lecture and Discussion for Group C in 
Large Common Room ; 10.0 p.m., Tea. 


Monpbay, ApRIL 5: 
8.0—8.45, Breakfast. 


LECTURE AND Discussion ARRANGEMENTS 

The Course will be divided into the following Groups : 

Group A Members who have recently commenced prepar- 
ation for the. Examination. 

Group B Members sitting for. Intermediate in May or 
November, 1948. . 

Group C Final Candidates. 

Members are invited to attend meetings of whichever Group 
is most suitable for them. In Groups B and C, all subjects 
will be dealt with with special reference to the Society's 
Examinations. All lectures will be followed by a discussion : 
members are invited to bring up questions and problems. 


April, 1948 


Group. A (PRE-INTERMEDIATE) 
vday : , 
The Work of a Professional Ac- 
countant an a pi 
Practical Bookkeeping 
Practical Bookkeeping 
Auditing... ich 
Income Tax ae 
Cost Accounts... Sad ask 
General Commercial Knowledge 
Meeting in Library. 
Meetings will be held in Room F2. 
Group B (INTERMEDIATE) 


Taxation ; > i aah i 
Executorship Law and Accounts 
Mercantile Law . Fae ave ‘ 
Trustees and Receivers ... rege 


The Accountancy Papers voxs = a 

The Accountancy Papers -» Mr. 

Company Law and Practice ... Mr. 

Meeting in Library. 

Meetings will be held in the Library. 
Group C (FINAL) 


The Accountancy Papers 
The Accountancy Papers 
The Law Pa nies me = 
Income Tax for Examinations ... 


Economics for Examinations 
Statistical Methods 
E.P.T. and Profits Tax 
General Knowledge A wail 
Meetings will be held in the Large Common Room. 


SOUTH WALES AND MONMOUTHSHIRE 

The Secretary of the Society of Incorporated Accountants, 
Mr. A. A. Garrett, made a visit to Cardiff on March 10 and 
met the President of the District Society (Mr. C. E. Edwards), 
the Committee and the Hon. Secretary (Mr. Tudor Davies), 
and the Hon. Secretary of the Students’ Section (Mr. G. 
Alun Evans). 

There was an informal discussion on. the work of the 
District Society and of the Students’ Section. Members 
raised a number of questions in regard to matters in which 
they were personally interested. 

At the conclusion of the meeting, Sir Frederick Alban, 
the President of the Parent Society, entertained Mr. Garrett 
and the Committee to dinner. 


CARDIFF AND NEWPORT STUDENTS’ SECTIONS _ 

Mr. A. E. Langton, LL.B., A.C.A., A.S.A.A., visited Cardifi 
on February 12, when he spoke to the Cardiff and Newport . 
Students on ‘“ Examination Hints.” A large attendance 
enjoyed the excellent advice and the timely hints-given by 
the lecturer, who also dealt with numerous questions. The 
meeting was presided over by Mr. D. G. Evans, A.S.A.A. 
(Vice-Chairman), and concluded with a hearty vote of thanks 
to Mr. Langton. 


PERSONAL NOTES 


Messrs. J. Paterson Brodie & Sons, of Burslem, Stoke- 
upon-Trent and Longton, in the City of Stoke-on-Trent, 
announce that, as from March 31, 1948, they have taken into 
partnership two of their present staff, namely, Mr. S. R. 
Woodgett, A.C.A., A.S.A.A., and Major R. A. Hamilton, 
A.S.A.A. The name of the firm remains unchanged. 

Messrs. Ashworth, Moulds and Co., Burnley, announce that 
following the death of their senior partner, Mr. William 
Ashworth, F.S.A.A., the practice is being carried on by the 
remaining partners, Mr. Ernest Moulds, A.L.A.A., Mr. John 
H. Ashworth, A.S.A.A., and Mr. Stanley P. Smith, A.C.A. 

Mr. W. H. Blount, F.S.A.A., Coventry House, 3, South 
Place, Moorgate, London, E.C.2, having practised on his own 
account as Harley Denney, Blount and Co., pe et 
Accountants, since 1940, is reverting to the style of Henry 
Blount and Co., Incorporated Accountants. 

Messrs. Bartfield and Co., Incorporated Accountants, 
Leeds, have opened a branch office at 46, Curzon Street, 
Mayfair, London, W.1. Telephone Regent 1832. 
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